HAWAI | ADM NI STRATI VE RULES
TI TLE 17
DEPARTMENT OF HUVMAN SERVI CES
SUBTI TLE 12 MED- QUEST DI VI SI ON
CHAPTER 1739
AUTHORI ZATI ON, PAYMENT, AND CLAI MS
I N THE FEE- FOR- SERVI CE MEDI CAL ASSI STANCE PROGRAM

Subchapter 1 General Provisions for Rei nbursenent

817-1739-1 Pur pose

8§17-1739-2 Definitions

817-1739-3 Controlling factors for paynent

817-1739-4 Aut hori zati on of services

817-1739-5 Met hods of paynent

817-1739-6 Medi cai d paynents to individual
practitioners

817-1739-7 Paynments to individual practitioners

provi di ng therapy services in
long-termcare facilities

8§17-1739-8 Medi cai d paynents for other
noni nstitutional itens and services
817-1739-9 Paynments for intra-state transportation
and rel ated services
8§17-1739-10 Paynments for out-of-state transportation

and rel ated services

8§17-1739-11 Paynent for drugs and rel ated supplies

8§17-1739-12 Advi sory estimated acquisition cost
committee

817-1739-13 Drug use review board

8§17-1739-14 Medi cal paynent involving third party
liability

817-1739-15 Time limt for claimsubmttal and
tinmely cl ains paynent

8817-1739-16 to 17-1739-20 (Reserved)

Subchapter 2 Long Term Care Prospective Paynent
System

817-1739-21 Definitions

817-1739- 22 Ceneral provisions - purpose/objective
817-1739- 23 Rei nbur senent principl es

1739-1



8§17-1739-24
8§17-1739- 25

§17-1739- 26
§17-1739- 27
§17-1739-28
§17-1739-29
§17-1739-30
§17-1739-31
§17-1739-32
§17-1739- 33

§17-1739- 34

§17-1739-35
§17-1739- 36
§17-1739- 37
§17-1739- 38

§17-1739-39
§17-1739-40
8§17-1739-41
8§17-1739-42

§817-1739-43 to 17-1739-52

Services included in the basic PPS rate

Classification of |ong-termcare
providers into peer groups

Basi c PPS rate cal cul ati on net hodol ogy
for existing providers

Data sources for rate cal culation

Cal cul ati on of conponent per diem costs
by reference to each provider's base
year cost report

Appl i cati on of conponent rate ceilings

Treat ment of new providers w thout
hi storical costs

Treat nent of new beds w thout historical
costs

Transition of new providers and new beds
into the PPS

Application of inflation and other
adj ustnments to establish provider-
specific prospective paynent rates

Limtations on | ong-term care provider
r ei mbur senent

Adj ustnents to base year cost

Rebasi ng the basic PPS rates

Adj ustnents to the basic PPS rates

Adm ni strative review - rate
reconsi deration

Cost report requirenents

Audi t requirenents

Bed- hold requirenents for |ong-termcare

Ef fective date of anmendnents to
subchapter 2

(Reserved)

Subchapter 3 Prospective Paynent for Acute Care

§17-1739-53
§17-1739-54

§17-1739-55
§17-1739-56
§17-1739-57

Servi ces

Definitions

Provi der participation requirenments
for acute care facilities

Paynment for acute care services -
general provisions

Services included in the prospective
paynment rate

Preparation of data for prospective rate
cal cul ation

1739-2



§17-1739-58
§17-1739-59
§17-1739-60
§17-1739-61
§17-1739-62

§17-1739- 63

§17-1739- 64

§17-1739- 65
§17-1739- 66
§17-1739- 67

§17-1739- 68

§17-1739-69
§17-1739-70
8§17-1739-71
8§17-1739-72

8§17-1739-73
8§17-1739-74

§17-1739-75

8§17-1739-76
8§17-1739-77

§17-1739-78
§17-1739-79
§17-1739-80
§17-1739-81

Hi stori cal

Not e:

Classification of acute inpatient
facilities

Servi ce category designations

Prospective paynent rate

Preparation of data for cal cul ation of
base year prospective paynent rates

Cal cul ati on of base prospective rates
for psychiatric services

Cal cul ati on of base year prospective
rates for classification | -
nonpsychi atric services

Cal cul ati on of base prospective rates
for classifications Il and Il -
nonpsychi atric services

Addition of facility-specific factors

Fi nal prospective paynent cal cul ation

Speci al prospective paynent rate
consi derati ons

Adjustnent to base year costs for
inflation

Treatnent of new facilities

Paynent for transfers

Paynent for readm ssion

Paynent for nonpsychiatric cases which
exceed $35, 000

Wait listed rei nbursenments

Paynent for services rendered to
patients with other health insurance

Limtations on acute care facility
payment

Adjustnents for costs under appeal

Future redeterm nati on of prospective
payment rates

Requests for rate reconsideration

Cost report requirenents

Audi t requirenents

Ef fective date of anmendnents to
subchapter 3

This chapter is based substantially

upon chapter

17-1322.

[Eff 11/13/95 ]

1739-3



§17-1739-1

SUBCHAPTER 1
GENERAL PROVI SI ONS FOR REI MBURSEMENT

817-1739-1 Purpose. This chapter shall inplenent
the state plan requirenents for paynents nade by the
state nedicaid agency for the fee-for-service conponent
for services received under the nedical assistance
program [Eff 11/13/95 ] (Auth: HRS 8346-59)
(I'nmp: HRS 8346-59)

817-1739-2 Definitions. As used in this chapter:
"Aut omat ed tests" neans laboratory tests automatically
conducted through a nmechanical testing aid.

"Clean clainl neans one that can be processed
wi t hout obtaining additional information fromthe
provi der of the service froma third party.

"Controll ed procedure” neans a procedure that is
rendered often enough by a provider or group of
provi ders that specific usual or customary charge data
for the procedure can be established based on the usual
and customary net hodol ogy.

"Conversion factor" means the element that is used
in calculating reinbursement for non-controlled
procedures. The conversion factor is nultiplied by the
nunber of units assigned to each procedure. Conversion
factors are determ ned by adding all submtted charges
for all procedures within a specialty (with the
exception of |aboratory services) and dividing by the
total nunber of units for all the submtted procedures.
This can be determ ned for specific providers or
speci alties.

"Cost-share" nmeans the anount identified by the
departnent as an applicant's or recipient's excess
i ncone avail able for neeting a portion of the
i ndi vidual's own health care cost.

"Cot erm nous" neans the health care provider's
contract with nedicaid shall be invalid upon
termnation of the state departnent of health's
certification of the provider's conpliance with state
and federal requirenents.

"Customary charge" neans a charge for a particul ar
procedure established at a cal cul ated percent as
determ ned by the | egislature of weighted usual charges
for a particular procedure fromthroughout the State
within a given specialty (with the exception of
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| aboratory services). In the absence of sufficient
data to devel op a customary charge within a specialty,
the fiscal agent shall apply the customary charge for a
procedure based on charges fromall specialties.

"Drug formulary" neans a |isting of prescribed
drug itens for which paynent may be nmade by the Hawai i
medi cai d program

"Enpl oyer” neans one who enpl oys anot her or who
contracts with another for services in return for wages
or paynent.

"Establ i shed provider"” neans one who has been in
the medi caid programfor twelve nonths or nore.

"Estimated acquisition cost for a drug product”
means one of the follow ng which shall be designated by
t he departnent:

(1) The average whol esale price mnus 10.5 per

cent; or

(2) The manufacture direct price.Average
whol esal e price shall be derived fromthe nost comonly
used packaged size listed in the Bl uebook or the
departnment's best estimate of the price generally and
currently paid by providers for a drug | abeler in the
package size nost frequently purchased by providers.

"Estimated acquisition cost for a nedical supply”
nmeans the average whol esale price mnus 10.5 per cent.
Aver age whol esal e price shall be derived fromthe nost
comonl y used packaged size listed in the bl uebook or
the departnent's best estimate of the price generally
and currently paid by providers for a product narketed
or sold by a particular manufacturer or |abeler in the
package size nost frequently purchased by providers.

"Factor" means an individual or an organization,
such as a collection agency or service bureau, that
advances noney to a provider for accounts receivable
that the provider has assigned, sold, or transferred to
t he individual or organization for an added fee or a
deduction of a portion of the accounts receivable.

"Federal upper limts (FUL)" for a drug product
means the price established by the Health Care
Fi nanci ng Adm ni stration using various criteria.

"Medi an charges” neans the mddle of all the
actual charges made for a given service by a provider

"Medi care carrier" neans an individual or
organi zation contracted by the Social Security
Adm nistration to adm nister a portion or all of the
| ocality's Medicare program

"New provider in town" neans a provider who has
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been in the nedicaid programfor |ess than twelve
months. A new man in town, by definition, does not
have a previous history of charges to the Hawaii

medi cai d program and, therefore, no usual charge can be
established. A new provider in town is limted to
charging up to fifty per cent of weighted usual charges
for a given procedure by specialty (with the exception
of laboratory services) as specified and adjusted by
the | egislature.

"Panel test" means a set of two or nore | aboratory
tests done concurrently or in conjunction with the
ot hers.

"Part A" nmeans Medicare hospital insurance
benefits.

"Part B" means Medi care nedical insurance
benefits.

"Part B, Medicare" neans the elective,
suppl enmentary nedi cal insurance portion of Medicare.

"PPS" neans the prospective paynent system of
rei mbur senent .

"Practitioner"” neans a |icensed doctor of
medi ci ne, dentistry, osteopathy, podiatry, and any
ot her individual licensed practitioner of health care
services the departnent chooses to include inits
medi cai d program

"Primary physician" means a practitioner selected
by the recipient to manage the recipient's utilization
of health care services.

"Profile" neans a pattern of charges and
rei nbursenents for selected services by any given
practitioner, specialty, or profession for a given
period of tine.

"Progrant neans the state-adm nistered nedica
assi stance program as authorized under title XIX of the
Social Security Act (42 U. S.C. 881396-1396j) and
chapter 346, HRS.

"Provider" means a provider of health care
services, equipnent, or supplies that is participating
in the nedicaid program

"QWB" neans Qualified Medicare Beneficiaries.

"Reasonabl e charge" neans an i ndividual charge
determ nati on nade by the fiscal agent on a covered
noninstitutional itemor service subject to the
medi cai d reasonabl e charge net hodol ogy.

"Routine nursing salary cost differential" neans
the anount reinbursed to a provider for the cost of
i npatient routine nursing care for aged patients.

"Seventy-fifth percentile” neans the top of the
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range of usual charges that is established as the
overall limtation of reinbursenent for the health care
servi ce.

"Spend- down" neans the anount identified by the
departnent as available fromthe recipient's incone to
meet a portion of the individual's health care cost.

"State maxi mum al |l owabl e cost (MAC)" for a nulti-
source drug product neans the average of the estinmated
acquisition costs of the three | east expensive generics
avail able. At |least one of the three generic products
shal | be provided by a manufacturer who participates in
the Federal Drug Rebate Program

"Usual charge" neans the nedian fee charged by the
provider for a specific service during the profile
period selected by the legislature. The m ddle charge
or the | owest charge which is high enough to include
fifty per cent of all charges for that procedure from
the provider shall be selected as that provider's usual
charge for that procedure.

"Visiting consultant” is a nmedicaid provider who
has expertise or know edge in a specific area and
general ly recogni zed by the community as a speciali st
and this expertise or service is not readily avail able
on a particular island. Included as a visiting
consul tant are specialists who are requested by ot her
providers to render second opinions or to participate
in the nedical treatnent of nedicaid recipients.

"Wei ghted customary charges” neans that in
cal cul ating the customary charge for a given service,

t he usual charges nmade for a service by each provider
within a specialty are arrayed in ascendi ng order and
wei ghted by how often a service was rendered at that
charge. [Eff 11/13/95; am 01/29/96; am 11/25/96

am 12/ 27/ 97 ] (Auth: 42 U S.C. 8405.1902; HRS
8346-14) (Inp: HRS 8§88346-14, 346-53; 42 U.S.C
1396R(p))

817-1739-3 Controlling factors for paynent. (a)
The departnent shall pay for the cost of nedical care
when the departnent's nedical consultants determ ne
medi cal care to be necessary to the eligible patient's
wel | -being and nedical care is provided, under
standards generally acceptable to the nedical
community, by a practitioner approved by the departnent
to participate in nedicaid.

(b) The departnent shall not increase the paynent
made to any provider to offset uncollected anmounts for
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deducti bl es, coi nsurance, copaynents, or simlar
char ges.

(c) Paynents for services shall not exceed
reasonabl e charges consistent with efficiency, econony,
and quality of care.

(d) No paynent shall be nade where programrul es
are violated, or when services furnished are
i nappropriate to the patient's health care managenent
as determ ned by the departnent's nedical consultant.

(e) Rates of paynent to providers of nedical care
who are individual practitioners shall be based upon a
fee profile of usual and customary fees selected by the
| egi sl ature as the basis of the appropriation for the
care for any fiscal year

(f) Rates of paynent to out-of-state providers of
medi cal care who are individual practitioners shall be
the nedicaid rate paid in the practitioner's state,
subject to the conditions of section 17-1736-13. In
t he absence of a nedicaid paynent rate, the provisions
of subsection (e) or (i) shall be applicable.

(g) Paynments may be prepaid to health mai ntenance
organi zati ons which the departnent contracts to provide
medi cal care to eligible public assistance recipients.

(h) The departnent may w thhold paynent of clains
to recoup overpaynents, or may w thhold paynent pending
conpl etion of an audit or investigation.

(1) Paynment of pending or future clains may be

wi thheld in an anount reasonably cal cul ated
to approxi mate the anobunts of past
over paynents.

(2) Paynment of pending clains may be w thheld
until conpletion of a pending audit or
i nvestigation, at which tinme the departnent
may initiate actions to recoup the amounts of
any overpaynents di scovered.

(3) The departnent shall notify the provider in
witing of its intent to withhold paynents
and shall include reasons for the proposed
action, the effective date of the action, and
a statenment of the provider's right to
request admnistrative review of the proposed
action.

(4) The effective date of w thholding shall be
si xteen cal endar days follow ng the issuance
of the notice.

(1) In the absence of data necessary to establish

a usual charge, a customary charge, or applicable unit
val ues, and where no Medi care reasonabl e charge exists,
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the claimshall be paid on the basis of rates
establ i shed by the departnent.

(j) Paynments for QWB recipients are limted to
prem uns, deducti bl es, and coi nsurance under Part A and
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Part B of Medicare. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C F. R 88447.57, 447.200;, 42 U S.C
1396r (p))

817-1739-4 Authorization of services. (a) The
departnment shall provide:

(1) Methods of adm nistration necessary for the

proper operation of the medicaid program and

(2) Procedures relating to the utilization of and

the paynent for care and services avail able
under the program Anong the procedures the
departnment may enpl oy shall be a system of
aut hori zation of selected types of costly
heal th care.

(b) Authorization shall insure that all services
and materials provided are needed, that all adequate,
| ess expensive alternatives are considered, and that
services and materials provided conformto currently
accepted comunity standards of the profession
i nvol ved. The authorization function may be contracted
to certain individuals or organizations, including the
State's fiscal agent. However, services in the State
of Hawaii which necessitate i mredi ate professional
medi cal action shall not be subject to prior
authorization if obtaining prior authorization my
del ay service and place a patient in jeopardy. For al
such services, a request for nedical authorization, DHS
form 1144, nust be submtted within five working days
after the service date. Authorization may be required
when the departnent considers or has found a service to
be associated with, but not necessarily limted to,
hi gh or excessive costs provi ded over extended peri ods
of time without evidence of benefit, or questionable or
limted value, or both, or subject to abuse.

Aut hori zation is specifically required for the
fol | ow ng:

(1) Obtaining special nedical services from other

United States jurisdictions;

(2) Termnation of regulatory controls, for
exanpl e, rel ease from physi ci ans' managenent
(reference is to recipients assigned to a
pri mary physician);

Psychol ogi cal tests on an outpatient basis;
Short-terminpatient psychiatric adm ssion;
Purchase or cunul ative rental of durable
medi cal equi pnent and purchase of nedi cal
supplies with a cost of nore than $50;

NN
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(6) Selected drug products as designated by the
medi cal assi stance program and drugs not
normal |y enconpassed in the departnent's drug
formul ary or dosages in excess of permtted
| evel s or for periods in excess of thirty
days;

(7) Hearing evaluation and rental or purchase of
heari ng ai ds;

(8) Replacenent gl asses, special glasses, or
ot her visual aids;

(9) Physiotherapy and occupational therapy for
out patients other than ultrasound therapy for
muscul oskel et al probl ens;

(10) Lodging, neals, and transportation for
reci pients for nedical purposes, including
out-of state and inter-island transportation
by schedul ed carrier, air anbul ance, ground
anbul ance, handi cab, or taxi;

(11) Detoxification;

(12) G oup therapy;

(13) Psychiatric outpatient visits;

(14) Certain dental services;

(15) Adm ssion and Medicaid coverage of persons in
long-termcare facilities and subacute |evel
of care;

(16) Services, |odging, and transportation of
medi cal attendants to acconpany a recipient
to another island or out-of-state;

(17) Al surgical procedures that are perfornmed in
the outpatient and inpatient hospital
settings by podiatrists and for all surgical
procedures costing nore than $50 that are
performed in the office by podiatrists; and

(18) Hone pharnmacy services;

(19) Sleep laboratory and sl eep di sorder center
services; and

(20) O her nedical services as may be identified
by the departnent.

(c) The departnent, through its nedica
consultants, nmay place appropriate limts on a nedicaid
servi ce based on such criteria as nedical necessity or
utilization control procedures. The departnent shal
pay for health care services when the departnent's
medi cal consultants determ ne that the services are
necessary to the patient's well-being and the services
are provi ded under standards accepted by the nedi cal
prof ession. However, no paynent shall be made in
situations where programrules were violated or when
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services furnished did not involve econom cal or
effective health care managenent of the patient.

(d) Authorization, when required, may be obtai ned
by subm ssion of an authorization form adequately
justifying the service and signed and dated by the
attendi ng physician within thirty days before or after
the service is rendered. Authorization is required
before the service is rendered for those services
listed in subsection (b).

(e) \When authorization is sought for services
whi ch were al ready rendered, an appropriate report nust
be submtted including the reason for the untinely
subm ttal

(f) The departnent, through its nmedica
consultants, nmay permt exceptions, and determ ne |evel
of care services, nedical appropriateness, and nedical

necessity. In a disagreenent regarding clains for
services and |l evel of care determ nations, the nedical
consul tants' decision shall be final. Further appeal

shal | be pursued through the appeal adm nistrator's
office or the courts.

(g) Inconplete authorization forns or a request
for additional information froma provider which is not
received within the tinme period specified by the
departnment shall result in a denial of the request.

(h) A request for a DHS consultant's or
aut hori zed representative's authorization shall be
acted upon within thirty days and a copy of the
deci sion, together with reasons for the decision, if
the request is denied, shall be sent to both the
provi der and the recipient.

(1) Approved authorization requests and treatnent
pl ans shall be initiated within sixty days of the
si gned approval by the department. [Eff 11/13/95; am
01/ 29/96; am 11/25/96 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 88456.1, 456.2, 456.3)

817-1739-5 Methods of paynent. (a) State
paynments for medi cal services shall not be provided to
anyone except the:

(1) Provider; or

(2) Recipient for settlenent of a |legal suit or

fair hearing.

(b) Paynment to an individual shall be prohibited,
except in specified circunstances where paynent is
reassi gned to anot her person, facility, or organization
by the provider. The circunstances include paynent
made:
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(1)

(2)

(3)

-~ (©)
reci pi ent
a factor,

(d)
shal | be |
full, the
of anpunts
spend- down

In accordance with a reassignnment fromthe

provi der to a governnent agency or

reassi gnnment by a court order;

To a busi ness agent, such as a billing

service or an accounting firm that furnishes

statenents and receives paynents in the nanme
of the provider. The agent's conpensation
for the service shall be related to the cost

of processing the billing, and not on a

percentage or other basis of the anpunt that

is billed or collected, and the conpensation
shal | not be dependent upon the collection of

t he paynent; and

To the follow ng:

(A) The enployer of the practitioner, if the
practitioner is required as a condition
of enploynent to turn over the fees to
t he enpl oyer;

(B) The facility in which the service is
provided, if the practitioner has a
contract under which the facility
submts the claim or

(© A foundation, plan, or simlar
or gani zati on operating an organi zed
health care delivery system if the
practitioner has a contract under which
the organi zation submts the claim

Paynent for any service furnished to a

by a provider shall not be made to or through

either directly or by power of attorney.

Participation in the State's medi caid program

imted to providers who accept, as paynent in

anounts paid by nedicaid with the exception
specifically identified as the recipient's
or cost-share. [Eff 11/13/95

(Auth: HRS 8346-59) (Inp: 42 C.F.R 8447.1; 42 U.S.C

§81902 (a)

8§17-1
practition

(4) and (a)(32))

739-6 Medi caid paynents to individual
ers. (a) The nedicaid reasonabl e charge

shall be t
(1)
(2)
(3)

(4)

he T owest of:

The actual charge of the provider;

The provider's usual charge for that service
as specified and adjusted by the |egislature;
The customary charge for that service as
speci fied and adjusted by the |egislature;
The provider's Medicare reasonabl e charge
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(i ncluding the econom c index and the | owest
charge level) for that service for the base
year selected by the |egislature; or
(5 The maxi mum anmount al |l owed by federal |aw and
regul ation.
(b) Itenms and services subject to the nedicaid
reasonabl e charge shall be as foll ows:
(1) Laboratory services (charges from al
specialties fromthroughout the State are
i ncluded in establishing the custonmary charge
or conversion factor, as appropriate);
X-ray services;
EPSDT servi ces;
Fam |y pl anni ng services;
Physi ci an servi ces;
Podi atric services;
Optonetric services;
O her practitioner services;
Physi ci an based clinics;
Dental Services (including dentures);
Physi cal therapy;
Cccupati onal therapy;
Services for persons with speech, |anguage,
and hearing disorders (exception: There
shall be a flat rate for hearing
eval uations.); and
(14) Oher services specified by the departnent.
(c) Providers who are visiting consultants to the
nei ghbor islands may be rei nbursed travel charges on
the condition that an addendumto their provider
agreenent is submtted with the follow ng information
for approval by the departnent:
(1) The neighbor island to be visited;
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(2) Frequency of visits; and

(3) Location where individuals are to be seen.

(d) Reinbursenments may be nmade to providers who
are visiting consultants as foll ows:

(1) $8 per patient visit; and

(2) An additional $7 per patient visit if

hospi tal charges for supplies and equi pnent
are assessed to the visiting consultant.
Justification shall be required on the

i ndi vi dual claimformwhen requesting this
addi tional fee.

(e) Paynents nmade for QWB recipients shall be
l[imted to deductibles and coi nsurance under Part A and
Part B of Medicare. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C.F. R 88405.502, 405.503; 42 U S.C
1396r (p))
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817-1739-7 Paynents to individual practitioners
provi ding therapy services in long-termcare
facilities. (a) Paynent for physical and occupati onal
t herapy, and speech, |anguage, and hearing di sorder
services provided to a nedicaid recipient in a
long-termcare facility shall be the | esser of the
usual charges to the general public or the nmaxi mum
paynment schedul e published by the departnent.

(b) Paynment shall be nmade for only those covered
t herapy services specified in sections 17-1737-79,
whi ch are determ ned to be nedically necessary,
prescri bed by a physician, and provided by a |icensed
or certified therapist approved by the nedicaid
program

(c) Paynent shall be nade only upon subm ssion of
a Hawaii claimform (UB-82 or DHS-1500), by a provider

eligible to bill for the services under the Medicare
and nedicaid prograns. Facilities wth Medicare
nunbers shall use the form UB-82. | ndividual

t herapi sts shall use the form DHS-1500.

(d) In the case of speech evaluation and
training, and hearing evaluation and hearing aids, an
aut hori zation form (DHS 1144), shall be attached to the
claimform

(e) In the case of persons eligible for both
Medi care and nedicaid who reside in an internedi ate
care facility, paynent shall be made only if Medicare
paynment has been sought and deni ed.

[ Eff 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-8 Medicaid paynents for other
noni nstitutional itens and services. (a) The foll ow ng
services shall be Iimted to billed charges not to
exceed Medicare's upper limt of paynent:
(1) Durabl e nedical equipnent;
) Hearing aids;
) Hone heal th agency services; and
) Prosthetic devices and appliances except that
intraocular lens inplants are governed by the
Medi care reasonabl e charge unl ess
docunentation is provided that actual costs
are higher.
(b) Paynments for outpatient hospital services
shal | not exceed the |owest of the rate negotiated by
t he departnent, seventy-five per cent of billed
charges, or Medicare's upper I[imt of paynent.

—~~
AWN
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(c) Paynents for an energency room shall not
exceed the |l owest of the rate negotiated by the
departnent, seventy-five per cent of billed charges, or
Medi care's upper limt of paynent.

(d) Paynments for frames for eyegl asses shall be
limted to a flat rate set by the departnent based on a
study of industry prices.

(e) Paynments for |enses for eyegl asses shall be
l[imted to billed charges, however billed charges shal
not exceed cost plus ten per cent.

(f) Paynments for hearing devices shall be the
actual claimcharge or $300, whichever is |ower.
Exceptions may be made for special nodels or
nodi fi cations.

(g) Paynments for nurse mdw fe services shall be
limted to seventy-five per cent of the sponsoring
physi ci an's Medi cai d rei mbursenent rate.

(h) Paynents to pediatric nurse practitioners and
famly nurse practitioners shall be limted to
seventy-five per cent of the prevailing customary
Medi caid al |l owance for pediatric physicians and famly
practi ce physicians.

(1) Paynments for clinic services (other than
physi ci an-based clinics) shall be limted to rates
negoti ated by the departnment. The types of clinics
i ncl ude governnent sponsored non-profit, and
hospi tal - based clinics.

(j) Paynments for teaching physicians shall be
limted to rates negoti ated by the departnment and shal
be paid to the teaching fund, not to the physician.

(k) Paynment for prescribed drugs shall be nmade as
described in section 17-1739-11.

(1) The Hawaii Medicaid program shall not pay
nore than the billed anount for any noninstitutional
itemor service or nore than the anount permtted by
federal |aw or regul ation.

(m Paynment for nedical supplies shall be the
| onest of the rate set by the departnent, the estinmated
acquisition cost (EAC), or Medicare's upper limt of
payment .

(n) Paynents for honme pharnmacy services shall be
the lower of the rate set by the departnent or
Medi care's upper limt of paynent.

(o) Paynments for sleep services shall be the
| oner of the rate set by the departnment or Medicare's
upper limt of paynent.

(p) Paynments to a facility for non-energency care
rendered in an energency room shall not exceed the
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| onest of:

(1) The rate negotiated by the departnent;

(2) Seventy-five per cent of billed charges; or

(3) Medicare’s upper limt of paynent.
The paynent to an energency room physician for the
screening and assessnment of a patient who receives non-
energency care in the energency roomshall not exceed
t he paynent for a problemfocused history, exam nation
and straightforward medi cal deci si on maki ng.

(q) The upper limts on paynents for al
noni nstitutional itens and services shall be
establi shed by the departnent in accordance with
section 346-59, HRS, and other applicable state
statutes. [Eff 11/13/95; am 01/29/96; am 11/25/96
am ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 88447.201, 447.304)

817-1739-9 Paynents for intra-state
transportation and related services. (a) Paynents for
ground anbul ance and air anbul ance services shall be
limted to the I owest of billed charges, rate
negoti ated by the departnent, and the Medicare
al | owance.

(b) Except for a recipient who is a stretcher
patient, paynent for air transportation shall not
exceed the inter-island air fare charged the other
persons on the recipient's flight, or a contracted
anount previously agreed upon between the airlines and
t he departnent for enmergency chartered flights,
whi chever is lower. For transportation of a stretcher
patient by the scheduled inter-island carrier, paynent
shal | not exceed the air fare charged for four seats on
the recipient's flight.

(c) Around trip air fare shall be paid for an
att endant whose services are recommended by the
attendi ng physician or are required by the airline.
Prior approval of the department's nedical consultant
IS necessary, except in energency situations, when the
attendi ng physician's authorization is sufficient,
subject to the departnent's nedical consultant's
review. In addition, paynent shall be nmade for the
attendant's service, provided the attendant is
unrelated to the patient. The anmount of paynent for
the attendant's service shall not exceed the foll ow ng
appl i cabl e rates:

(1) Attendant |eaves island and

returns sane day .................. $20.
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(2) Attendant is required to stay
overni ght on another island........ $40.

(d) Paynments for energency air anbul ance services
shal | be based upon prearranged contracted rates
between the air carrier and the departnent, not to
exceed the rates charged the general public or the
anounts paid by Medicare, whichever is lower. The
energency trip shall be authorized by the attending
physi ci an using the form desi gnated by the departnent.

(e) Paynments for energency ground anbul ance
services shall be based upon prearranged contracted
rates between the provider and the departnent, not to
exceed rates charged the general public or the anmounts
paid by Medicare, whichever is |ower. Additional
anmounts shall be paid for |ifesaving neasures
adm ni stered in the anbul ance such as the use of
oxygen. The charge shall not exceed the provider's
customary charge to the general public, the rate set by
the departnent, or Medicare's rei nbursenent |evel for
the sane service. Recipients requiring anbul ance
service shall have the enmergency trip authorized by the
attendi ng physician using the form designated by the
departnent or by the nedical consultant of the
depart nent.

(f) Paynments for non-energency air and ground
anbul ance services using advanced |ife support (ALS)
air and ground anbul ances shall be at the rate set by
the departnent, not to exceed the rate charged to the
general public or the Medicare all owance.

(g) Paynents for nedical taxi services shall be
by purchase order issued by the branch office and only
on trips to or froma physician's office, clinic,
hospital, or airport (for covered nedical
transportation) and the patient's hone. Rei nbursenent
for those services shall be further Iimted as foll ows:

(1) No detours or side trips shall be permtted,;

(2) The anobunt of paynent shall be nmade on the

basis of netered rates charged the public;
and

(3) Paynents shall not include conpensation for

the driver's waiting tine at the clinic,
hospital, physician's office, or at the
| ocati on of other providers of nedical
servi ces.

(h) Lodging and neals for Medicaid patients or
attendants authorized by the attendi ng physician, in an
energency situation, or the departnent's nedica
consul tant shall be paid through purchase orders to the
provi ders issued by the branch unit.
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(1) Paynments for non-energency transportation
(e.g. handicabs, but not taxis), shall be [imted to
rates established by the departnent. [Eff 11/13/95;
am 01/29/96] (Auth: HRS 8346-59) (Inp: 42 C F.R
88447. 201, 447.304)

8§17-1739-10 Paynents for out-of-state
transportation and related services. (a) Paynents
shall be made for out-of-state transportation, neals
and | odgi ng when these services are authorized in
accordance wth section 17-1739-09.

(b) Qut-of-state air transportation shall be paid
by a purchase order made out to the airlines or travel
agency.

(c) Gound transportati on expenses, subject to
subsection 17-1739-9(f), shall be all owed when these
expenses are incurred by the recipient. Verification
of ground transportation expenses shall be docunented
conpletely on the proper departnental form when
rei mbursenent is requested.

(d) Paynment for neals and | odgi ng shall be the
| esser of the per diemrate of $100 a day or the actual
charge for lodging plus a daily per diemof $30 for
nmeal s.

(e) The $30 per diemshall be prorated equally
for three neals and shall begin with the first neal
upon arrival at the specified destination and endi ng
wth the last neal prior to flight departure hone.
[Eff 11/13/95 ] (Auth: HRS 8§346-59; 42 C.F.R
§431.10) (Imp: 42 C.F.R §8447.201, 447.304)

817-1739-11 Paynent for drugs and rel ated
supplies. (a) The state nedical assistance program
shal T determ ne all owances for prescribed drugs using
the followng criteria:

(1) Single source drugs shall not exceed the

| ower of:

(A) The billed charge;

(B) The provider's usual and customary
charge to the general public; or

(© The estimated acquisition cost (EAC) for
a drug product plus a reasonable
di spensi ng f ee;

(2) Miltiple source drugs shall not exceed the
| ower of:
(A) The billed charge;
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(4)

(5)

(6)

§17-1739-11

(B) The provider's usual and customary
charge to the general public;

(© The estimated acquisition cost (EAC) for
a drug product plus a reasonable
di spensi ng fee;

(D) The federal upper limt (FUL) price plus
a reasonabl e di spensing fee; or

(E) If no federal upper limt, the state
maxi mum al | owabl e cost (MAC) plus a
reasonabl e di spensi ng f ee.

Over-the-counter (OIC) drugs shall not exceed

the | ower of:

(A) The billed charge;

(B) The provider's usual and customary
charge to the general public including
any sale price which may be avail abl e on
the day of service;

(© The allowance set by the program (state
maxi mum al | owabl e cost);

(D) The estimated acquisition cost (EAC) for
a drug product plus a reasonable
di spensing fee; or

(E) The federal upper limt (FUL) price plus
a reasonabl e di spensing fee;

Under no circunstances shall the program pay

nore than the general public for the sane

prescription or item

Payments for nedical supplies shall be the

| ower of:

(A) The rate set by the departnent;

(B) The estimated acquisition cost (EAC) for
a nedi cal supply plus a reasonable
di spensing fee; or

(C Medicare's upper limt of paynent;

The state nedical assistance programrequires

that the | ower cost equival ent drug product

be di spensed if available in the marketpl ace
and substitution is not prohibited by part

VI, drug product selection of chapter 328,

HRS. The recipient may refuse | ower cost

drug products but nust pay the entire cost of

t he hi gher price equival ent;

The federal upper limt price or the state

maxi mum al | owabl e cost shall not apply if the

practitioner:

(A) Certifies in his or her own handwiting
that a specific brand is nedically
necessary for a particular recipient. A
checkoff box is not acceptable but a
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(7)

(8)

(9)

notation of "brand nedically necessary"
or "do not substitute" is allowabl e;

(B) CObtains nedical authorization for
medi cal necessity fromthe state nedica
assi stance programfor specific brands
of medi cations designated by the
program |In such cases, the paynent
shal | not exceed the | ower of:

(1) The billed charge;
(i) The provider's usual and customary
charge to the general public; or
(ti1) The estimated acquisition cost for
a drug product plus a reasonable
di spensi ng fee;

Rei mbur senent for over-the-counter drugs

shall be limted to the over-the-counter drug

prescribed by the licensed practitioner and
specifically designated by the nedical

assi stance program Over-the-counter drugs

not specifically designated shall require

medi cal authorization for medical necessity
by the nedi cal assistance program

The state Medicaid agency shall set the

di spensing fee by taking into account the

results of surveys of the cost of pharnmacy

operations. The agency nust periodically
survey pharnmacy operations; and

Paynent for prescribed drugs di spensed to

outpatients and patients of |ong-term care

facilities shall be nade only upon the

subm ssion of an item zed claimby the

di spensi ng provider (Form 204, hardcopy or

el ectronic nmedia claim (EMC) or via point-of-

sal e (PQS)

(A) The dispensing fee for any maintenance
or chronic nedication shall be extended
only once per thirty days w t hout
medi cal authorization fromthe nedica
assi stance program O her appropriate
l[imts regarding the nunber of
di spensing fees paid per interval of
tinme shall be determ ned as necessary by
t he nedi cal assi stance program

(B) Consultation services of pharmacists in
long-termcare facilities (i.e., chart
reviews, utilization review neetings,
inventory reviews, etc.) shall be
rei nbursed up to a nonthly maxi num of
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(b)
paynment for drugs di spensed by physicians and dentists
fromthe physicians' and dentists' offices:

(1)

(2)

8§17-1739-12

$75 plus $3 times the facility's present
total beds;

(C Emergency calls by the pharmacist to the
long-termcare facility shall be paid up
to a maxi mum of four calls for each one
hundred beds in the facility at the tine
services are rendered, at $25 an

energency call. Any fraction of one
hundred shall be prorated accordingly;
and

(D) Facilities with less than twenty-five
beds at the tine services are rendered
may charge up to one full energency cal
per nmonth. An energency call shall be
one that cannot be del ayed, i.e. non-
routine call to the patient of a
facility by the pharmacist in a life-
threatening situation. All other
servi ces shall be handl ed during the
pharmaci st's routine visits whenever
possi bl e.

The follow ng conditions shall apply to

Physi ci ans and dentists di spensing

medi cations fromthe physicians' and
dentists' offices shall be reinbursed at the
estimated acquisition cost plus 50 cents; and
If there is no pharmacy within five mles of
the provider's office, special consideration
for paynent at the pharnacy rate may be nade
upon witten request to the departnent's

med- QUEST adm ni strator for approval.

[Eff 11/13/95; am 01/29/96; am 11/ 25/ 96

am 12/ 27/ 97, am 09/ 14/ 98 ] (Auth: HRS
§346-59) (Inp: 42 C. F.R §8447.331,

447.332, 447.333)

817-1739-12 Advisory estimated acquisition cost

comm ttee.

(a) An advisory estimated acqui sition cost

commttee shall be appointed by the director of the
departnent, and shall consist of:

(1)

NN N

W N
—— ~

One of the departnent's nedical consultants;
The departnent's pharmacy consul tant who
shal | serve as chairperson

One practicing physician fromthe comunity;
Three practicing pharnmacists;
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(5)

(6)
(b)

two years

Two nenbers fromeither the pharnmaceutica
whol esal e or manufacturing industry; and

One | ay person.

The term of each conm ttee nenber shall be
and overl apped in such a way that expiration

of terms do not cause a total nenbership change.

(c)

A quorum shall consist of a sinple majority

of the total nunber of menbers.

(d)

The duties of the advisory estinmated

acquisition cost conmttee shall be to:

(1)
(2)

(e)

cost conmi

(1)

(2)
(3)

Meet sem -annually or when called by the

chai r per son

Revi ew avai |l abl e data and advi se the

departnment of maxi mum estimated acqui sition

costs that should be paid for specific drug

products that:

(A) Are available frommultiple sources;

(B) Represent significant program
expendi t ures;

(C© Could result in significant program
savi ngs; and

(D) Are considered to be bioequival ent by
the food and drug adm nistration.

Actions of the advisory estimated acquisition

ttee shall be:

Subj ect to the approval of the nedical care

adm ni strator;

Circulated to appropriate providers; and

Ef fecti ve upon recei pt by providers unless

otherwi se stated. [Eff 11/13/95 ]

(Auth: HRS 8346-14) (lnmp: 42 CF.R

8447. 332)

817-1739-13 Drug use review (DUR) board. (a) An
advi sory drug use review board shall be appoi nted by
the director of the departnent, and shall consist of:

(1)

(2)
(3)
(4)
(b)

The departnent's pharmacy consul tant or

medi cal consultant or both, shall serve as
the drug use review coordinator(s);

Four persons |icensed and actively engaged in
the practice of nedicine in the state;

Four persons |icensed and actively practicing
pharmacy in the state; and

One person actively practicing as a nedi cal
service representative in the state.

The term of each drug use revi ew board nenber

shall be three years and overl apped in such a way that
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expiration of ternms shall not cause a total nenbership
change.

(c) A quorumshall consist of five board nenbers;

at | east one of the five nust be a physician or
phar maci st .

(d) The duties of the advisory drug use review

board shall be to:

(1) Meet when called by the chairperson;

(2) Develop, review, and adapt criteria and
standards for prospective and retrospective
drug use review,

(3) Make policy recommendations to the Hawaii
Medi cal assistance programin respect to
confidentiality of patient related data, and
all aspects of the drug use review program

(4) Decide on and nonitor educational prograns
and interventions deened appropriate based on
potential therapeutic problens identified
t hrough the program and
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(5) Determine the content and m x of educati onal
prograns and interventions for practitioners,
desi gned to enhance the clinical
appropri ateness and cost effective use of
prescription drugs wth primry enphasis on
t herapeutic outcones and quality of care.

e The actions of the drug use review board
shal | be:
(1) Subject to the approval of the departnent;
(2) Remain confidential within the departnent;
and
(3) Be communicated to the specific providers
affected. [Eff 11/13/95 ] (Auth: HRS
8346-14; P.L. 101-508) (Inp: 42 C. F.R 456)

817-1739-14 Medical paynment involving third party
liability. (a) The liability of a third party for the
cost of the nedical services shall be treated as a
resource applicable to the cost of needed nedi cal
servi ces when

(1) It has been verified that a | egal obligation

actually exists; and

(2) The amount of the obligation may be

determined wwthin thirty days fromthe tine
of the recipient's need for nedical care.

(b) No nedicaid paynent may be nmade under a
refund plan for that portion of cost for which a third
party has been determned to be |iable and
rei nbursenent is forthcomng. An exception is
nmedi cai d's agreenent with Medi care on durabl e nedi cal
equi pnment processi ng.

(c) Wen the existence or extent of third party
liability is in question, nedicaid paynents may be
made:

(1) In part, if the recipient has excess incone

and ot her assets; or

(2) For the entire cost of the nedical services,

if the recipient assigns to the departnent in
witing, the third party paynent; provided
that where third party policy prohibits

assi gnnent of paynent, the recipient shall,
in witing, agree to refund the departnent
upon being paid by the third party.

[Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 45 Fed. Reg. 8984 8§8433. 135 t hrough
433. 154)
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817-1739-15 Tinme limt for claimsubmttal and
tinely clainms paynent. (a) The provider shall submt
clainms for paynent within twelve nonths from providing
care or services. No nedicaid paynent shall be made
for any claimsubmtted after this period. For cases
involving retroactive assi stance, the twelve nonth
period for claimsubmttal shall start fromthe date
application for nedicaid was approved. This subsection
shall not apply to paynment of deductibles and
coi nsurance for cases that are eligible for both
Medi care and nedicaid in which the circunstances
leading to a submttal of claimafter twelve nonths are
acceptable to Medicare's fiscal agent or carrier.

(b) The departnment shall pay ninety per cent of
all clean clains frompractitioners, who are in
i ndi vi dual or group practice or who practice in shared
health facilities, wthin thirty days, and ninety-nine
per cent of the clean clainms within ninety days of the
date of receipt.

(c) The departnent shall pay all other clains
within twelve nonths of the date of receipt, except
wher e:

(1) Retroactive adjustnents are paid to providers
who are reinbursed under a retrospective
paynment system

(2) A claimfor paynent under Medi care has been
filed in a tinely manner and di sposed of and
the departnent may pay a nedicaid claim
relating to the sane services within six
nmont hs of receiving notice;

(3) dains are fromproviders under investigation
for fraud or abuse; or

(4) Paynents are nmade in accordance with a court
order, hearing decision, corrective action,
or to extend benefits of these actions to
others in the sane situation as those
directly affected.

(d) The requirenents for tinmely processing of
claims can be waived by the departnent of human
services if there are indications of good faith in
meeting the requirenents. The request for a waiver
shall contain a witten plan of correction.

(e) Prepaynent and post-paynent clains review
shall be conducted for all clainms to verify:

(1) Eligibility and proper authorization of

servi ce; _
(2) The nunmber of visits and services for
consi stency with age, sex, and ill ness;
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(3) That paynent does not exceed rei nbursenent

rates or limts; and

(4) Third party liability, if any.

(f) In cases where the provider disputes the
departnent's all owance, a request for reconsideration
of the paynent anount nust be submtted to the
med- QUEST adm ni strator within one year after the
ori gi nal paynent was nade.

(g) Post-paynent clains review shall neet the
requi renents dealing with fraud and utilization
control

(h) The departnent shall provide any reports and
docunentation in conpliance with this chapter and any
conditions that the federal Health Care Financing
Adm ni stration may require. [Eff 11/13/95
(Auth: HRS 8346-59) (Inp: 42 C.F.R 8447.45)

8§17-1739-16 to 817-1739-20 (Reserved)

SUBCHAPTER 2
LONG TERM CARE PROSPECTI VE PAYMENT SYSTEM

817-1739-21 Definitions. As used in this
subchapter, the followng terns shall have the
i ndi cat ed neani ngs:

"Acuity level A" neans that the departnment has
applied its standards of nedical necessity and
determ ned that the resident requires a | evel of
medi cal care froma nursing facility relatively | ower
than acuity level C. Prior to Cctober 1, 1990, that
| evel of care was appropriately obtained froman |ICF
"Acuity level B" neans that the departnent has applied
its standards of nedical necessity and determ ned that
the resident requires the | evel of nedical care and
speci al services that are appropriately obtained from
an | CF/ MR

"Acuity level C' neans that the departnent has
applied its standards of nedical necessity and
determ ned that the resident requires a | evel of
medi cal care froma nursing facility relatively higher
than acuity level A. Prior to Cctober 1, 1990, that
| evel of care was appropriately obtained froman SNF

"Acuity ratio" nmeans the estimated average |evel A
direct nursing costs divided by the estinated average
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|l evel C direct nursing costs, as determ ned by the
departnent. For the FY 94 rebasing, the departnent has
determned the ratio to be 1.00:0.8012. Prior to the
next rebasing, the departnent, with the cooperation and
assi stance of the providers, shall conduct a case m x
study to determ ne whether the Acuity Ratio should be
nodi fi ed.

"Adj usted (Prospective Paynent System PPS rate”
means the basic PPS rate and any adjustnents to that
rate that are applicable to a particular provider. A
formula to determ ne the adjusted PPS rate is defined
in Section 17-1739-37.

"Ancillaries paynent" neans a per di em paynent
outside of the basic PPS rate to reinburse certain
providers for ancillary services that they provide to
residents. The paynent is available only to sel ected
providers that are incapable of billing nedicaid on an
itemzed fee for services basis at this tine. The
paynent is not an adjustment to the basic PPS rate.

"Audit adjustnent factor"” nmeans a reduction to the
costs reported in a cost report that has not been
finally settled by the departnent to reflect the
average amount of costs that the departnent has
historically disallowed for facilities statew de as
part of the final settlenment process.

"Basic PPS rate" neans the sum of the applicable
per diemanounts for the direct nursing, capital, and
general and adm nistrative conponents for each provider
and for each level of care that the provider is
certified to provide, as cal cul ated pursuant to the
nmet hodol ogy defined in this plan. 1t does not include
the various adjustnents or increases to that basic per
diemrate defined in this plan.

"Base year" neans that state fiscal year chosen to
identify the provider-specific cost reports that are
used to calculate the basic PPS rate.

"Base year cost report"” means the cost report of a
provi der that covers the reporting period that ends
during the base year.

"Capital conmponent reduction factor" neans a
fraction with the capital cost per diemprojected by a
new provider to obtain its initial PPS rates as the
nunmerator and the total projected capital, direct
nursing and G&A per diem costs as the denom nator.

"Capital incentive adjustnent” means an increase
to a provider's basic PPS rate that is cal cul ated as
fol |l ows:

(1) |If the capital per diemcost conponent of the
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provider's basic PPS rate is in the | owest
quartile of its peer group, then the
incentive paynment shall be thirty-five
percent of the difference between the nedi an
per diemfor the peer group and the
provider's capital per diem cost conponent;

(2) If the capital per diemcost conponent of the
provider's basic PPS rate is in the second
| onest quartile of its peer group, then the
i ncentive paynment shall be twenty-five
percent of the difference between the nedi an
per diemfor the peer group and the
provider's capital per diem cost conponent;

(3) Notw thstanding the foregoing, the capital
incentive adjustnent shall not increase a
provider's capital cost conponent above the
capi tal conponent ceiling for the applicable
acuity level in the provider's peer group.

"Departnment” means the Departnent of Human
Services of the State of Hawaii, which is the single
state agency responsible for adm nistering the nedical
assi st ance program

"FY 94 rebasing”" neans the rebasing that used the
cost reports for fiscal years that ended during the
state fiscal year ending June 30, 1992. The basic PPS
rates that resulted fromthe FY 94 rebasing are
effective July 1, 1993.

"GRA" neans general and adm nistrative.

"G&A incentive adjustnent” neans an increase to a
provider's basic PPS rates that is cal cul ated as
fol | ows:

(1) |If the GRA per diem cost conponent of the
provider's basic PPS rate is in the | owest
quartile of its peer group, then the
incentive paynment shall be thirty-five
percent of the difference between the nedi an
per diemfor the peer group and the
provider's G&A per di em cost conponent;

(2) If the GRA per diem cost conponent of the
provider's basic PPS rate is in the second
| onest quartile of its peer group, then the
i ncentive paynment shall be twenty-five
percent of the difference between the
medi an per diemfor the peer group and the
provider's G&A per di em cost conponent;

(3) Notw thstanding the foregoing, the GA
incentive adjustnent shall not increase a
provi der's G&A cost conponent above the GRA
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conponent ceiling for the applicable acuity
I evel in the provider's peer group.

"CGET adjustnent” neans the adjustnent to the basic
PPS rate of a proprietary provider to reinburse it for
gross excise taxes paid to the State of Hawaii. The
GET adj ustnent shall be 1.04167; provided, however,
that if the gross excise tax rate is increased or
decreased, then the GET adjustnent shall be revised
accordi ngly.

"G andf at hered capital conponent” neans the
capital conponent of the basic PPS rates that a new
provider or a provider with new beds was receiving
i mredi ately prior to the FY 94 rebasing.

"Grandfathered direct nursing and G&A adj ustnent"”
means an increase to an eligible provider's basic PPS
rates calculated as follows: first, the departnent
shall determ ne the provider's conbined direct nursing
and G&A conponents (including all incentives) as
calculated in the FY 94 rebasing; second, the
departnent shall determ ne the conbi ned direct nursing
and G&A conponent in the total PPS rates that the
provi der was receiving prior to the FY 94 rebasing for
its old beds; third, the departnent shall increase that
second anmount by one-half of the inflation adjustnent
for FY 94; and finally, if the difference between the
second anmount and the first amount is a positive
nunber, that nunber shall be multiplied by a ratio of
the provider's old beds to its total beds. The product
shall be the per diemincrease to the provider's basic
PPS rat es.

"Grandfathered PPS rate" neans the total PPS rate
that a provider was receiving prior to the FY 94
r ebasi ng.

"Hurricane Iniki adjustnent"” means an adj ustnent
to the rates of freestanding providers on the |Island of
Kauai so that the provider receives the higher basic
PPS rate cal cul ated under the follow ng two options:

(1) Basic PPS rates based on the provider's costs

as cal cul ated pursuant to sections
17-1739-26, 17-1739-27, 17-1739-28 and 17-
1739-29 of this rule and adjusted pursuant
to all other applicable provisions of this
rule (including the addition of new beds
since the base year as described in sections
17-1739-30, 17-1739-31, and 17-1739-32);

(2) The PPS rate that the provider was receiving

prior to the FY 94 rebasing plus the
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inflation adjustnent for each subsequent
year;

(3) The Hurricane Iniki adjustnent shall apply

only to the state fiscal years ending
June 30, 1994 and June 30, 1995.

"ICF" nmeans internediate care facility.

"I CF/ MR' neans internediate care facility for the
mentally retarded. The termalso refers to a |evel of
certification of a provider by nedicaid.

"Inflation adjustnment” neans the estimte of
inflation in the costs of providing Nursing Facility
services for a particular period as estimated in the
DRI MG awHi |l Health Care Costs: National Forecast
Tabl es, HCFA Nursing Home Wthout Capital Market
Basket, or its successor.

"I nsufficient experience" neans that a provider's
base year cost report indicates that the provider
delivered | ess than one hundred days of care at a
particular acuity level in the base year.

"Level Arate" nmeans the PPS rate for care
delivered by a provider to an acuity |evel A resident
in a nursing facility.

"Level B rate" neans the PPS rate for care
delivered by a provider to an acuity |evel B resident
in an internediate care facility for the nentally
ret arded.

"Level Crate" neans the PPS rate for care
delivered by a provider to an acuity |evel C resident
in a nursing facility.

"Mai nt enance therapy" neans therapy provided by
nursing staff or others whose purpose is not
restorative or rehabilitative, but rather to prevent
the decline in the physical capabilities of patients.
Mai nt enance t herapy does not include physical therapy
services that are reinbursed outside of the basic PPS
rates.

"Medi cai d* nmeans the programto provide certain
medi cal services to eligible individuals as defined
generally in Title XIX of the Social Security Act, as
anmended fromtinme to tine.

"New beds" neans beds of providers that were
pl aced into service after the inplenmentation of the
Hawai i nedicaid programis initial prospective paynent
system

"New provider" nmeans a provider that began
operations after the inplenentation of the Hawaili
medi caid programis initial prospective paynent system

"NF tax adjustnent"” means the adjustnent to the
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basic PPS rate to a provider to reinburse it nmedicaid s
share of the taxes paid under Act 315, Hawaii Laws of
1993, as conputed and paid according to this plan. The
NF tax adjustnent shall be 1.06; provided, however,

that if the NF tax rate is increased or decreased, then
the NF tax adjustnent shall be revised accordingly.

"Nursing facility" or "NF'" means a provider that
is certified as a nursing facility under nedi cai d.

"OBRA addendunt neans the supplenent to the cost
report, previously prepared by providers to identify
the recurring and non-recurring increnental costs of
conplying with OBRA 87. The OBRA 87 Addendumis no
| onger required for cost reporting periods begi nning on
or after July 1, 1993.

"OBRA 87" neans the Omi bus Budget Reconciliation
Act of 1987, Pub. L. 100-203, and its interpretive
gui del i nes and i npl enenting regul ati ons.

"OBRA 87 adjustnent” neans the adjustnent to the
basic PPS rate to reinburse a provider for the
i ncrenental costs of conplying with OBRA 87, as
conput ed and paid according to this plan.

"Add beds" neans the beds of a provider that were
pl aced in service prior to the inplenentation of the
Hawai i nedicaid programis initial prospective paynent
system

"Patient" neans an individual who receives nedical
care froma provider, and includes both residents and
persons whose care is paid for by sources other than
medi cai d.

"Plan" means this rule, which defines the nethods
and standards whereby the Hawaii nedicaid program sets
the rates that it pays to providers for services that
they provide to residents.

"PPS" neans the prospective paynent system defi ned
in this plan.

"Provider"” neans a facility that is or becones
certified as qualified and contracts with the
departnment to provide institutional |ong-termcare
services to residents.

"Rebasi ng" neans cal cul ating the basic PPS rates
by reference to a new base year and new base year cost
reports. "Rebased" basic PPS rates are the end product
of a rebasing.

"Resident" nmeans the individual who is eligible
for benefits under nedicaid and receives |ong-termcare
benefits fromor through a provider.

"ROE adj ustnent” neans the adjustnent to the basic
PPS rate to a proprietary provider to reinburse it for
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return on equity, as conputed and paid according to
this plan.

"SNF" nmeans skilled nursing facility.

"Subacute | evel" neans that the departnent has
applied its standards of nedical necessity and
determ ned that the resident requires a |level of
medi cal care froman inpatient hospital or nursing
facility relatively higher than the acuity |level C

"Subacute | evel rate" nmeans the PPS rate for care
for Goup | and the PPS rate for care for Goup Il
delivered by a provider to a recipient who requires the
subacute | evel of care.

"Substitute direct nursing conmponent" neans
adjusting the direct nursing care conponent used to
obtain a basic PPS rate for an acuity |evel as foll ows:

(1) Increasing the facility-specific level A
di rect nursing conponent by dividing that
conponent by the acuity ratio; or

(2) Decreasing the facility-specific level C
di rect nursing conponent by multiplying its
tinmes the acuity ratio;

(3) In calculating the substitute direct nursing
conponent, the acuity ratio shall be applied
to the provider's direct nursing conponent
prior to the application of the direct
nur si ng conponent ceiling.

"Total PPS rate" neans the basic PPS rate plus al
appl i cabl e adjustnents, additions or increases to that
rate that are defined and authorized in this plan. The
total PPS rate for a provider prior to the FY 94
rebasi ng, however, shall not include the
retrospectively settled rei nbursenment of costs
identified in the OBRA 87 addendum

"Upper Iimt" neans the limt on aggregate
paynents to providers inposed by 42 C F. R 8447.272.
[Eff 11/13/95; am 11/25/96 ] (Auth: HRS §346-
59; 42 U.S.C. 81396a) (Inp: 42 C F.R 8447.252)

817-1739-22 GCeneral provisions - purpose and
objective. (a) The purpose of this planis to
establish a prospective paynent rei nbursenment system
for long-termcare facilities that conplies with the
Social Security Act and the Code of Federal
Regul ations. The plan describes principles to be
foll owed by providers in making financial reports and
descri bes procedures to be followed by the departnent
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in setting rates, making adjustnents to those rates,
and auditing cost reports.

(b) Pursuant to the requirenents of the Omi bus
Budget Reconciliation Act of 1980, the object of this
plan is to establish rates for long-termcare
facilities that are reasonabl e and adequate to neet the
costs that nmust be incurred by efficiently and
econom cally operated providers to provide services in
conformty wth applicable State and Federal | aws,
regul ations, and quality and safety standards.

[ Ef f 11/13/96 ] (Auth: HRS 8346-59; 42 U S C
81396a(13)(A)) (Inmp: 42 C F.R 8447.250(a))

817-1739-23 Reinbursenent principles. (a)

Except as noted herein, the Hawaii nedical assistance
program shal |l rei nburse providers based on the nunber
of days of care that the provider delivers to the
resident, the acuity level that is nmedically necessary
for each day of care, and the provider's PPS rate. The
provi der shall receive paynent at the level Arate for
residents who require care at acuity level A at the
level B rate for residents who require care at acuity
level B, at the level Crate for residents who require
care at acuity level C and at subacute level rate for
residents who require care at the subacute level. Any
paynments made by residents or other third parties on
behal f of residents shall be deducted fromthe

rei mbursenent paid to providers.

(b) Except as noted herein, the nmedicaid program
shall pay for institutional long-termcare services
t hrough the use of a facility-specific prospective per
diemrate.

(c) The basic PPS rate shall be devel oped based
on each provider's historical costs as reflected inits
base year cost report and allocated to three
conponents, which are subject to conponent cost
cei |l i ngs.

(d) A proprietary provider shall receive the GET
and ROE adjustnents to its basic PPS rate to account
for gross excise taxes and return on equity.

(e) Al providers shall receive the NF tax
adj ust nent .

(f) For the FY 94 rebasing, all providers that
reported recurring OBRA 87 costs on the OBRA 87
addendum used for the FY 94 rebasing are eligible to
receive the OBRA 87 adjustnent. Only the docunented,
al l owabl e, reasonable and increnental cost of conplying
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with OBRA 87 shall be included in calculating the OBRA
87 adjustment. For future rebasings, recurring and
reasonabl e OBRA 87 conpliance costs shall be included
in the costs that are considered in calculating the
basi ¢ PPS rates.

(g Rates for acute facilities with federally
desi gnat ed sw ng beds shall be established according to
42 C.F. R 8447. 280.

(h) Changes in ownershi p, managenent, control
operation, and |l easehold interests which result in
i ncreased costs for the successor owner, nmanagenent, or
| easehol der shall be recogni zed for purposes of
rei nbursenent only to the follow ng extent: Pursuant
to the provisions of Pub. L. No. 99-272, section 9509
(a)(4)(C the valuation of capital assets, shall not be
i ncreased, as neasured fromthe date of acquisition by
the seller to the date of the change of ownership,
solely as a result of a change of ownership, by nore
than the | esser of:

(1) One-half of the percentage increase (as
measured over the sanme period of time, or, if
necessary, as extrapol ated retrospectively by
the Secretary) in the Dodge Construction
Systens Costs for Nursing Hone, applied in
the aggregate with respect to those
facilities which have undergone a change of
ownership during the fiscal year, or

(2) One-half of the percentage increase (as
measured over the sane period of tine) in the
Consuner Price Index for all Urban consuner
(United States city average).

(1) The departnent shall pay the providers
separately for ancillary services based on a fee
schedul e or through an ancillaries paynent.

(j) Nursing facilities that have G&A or capital
costs below the nedian for their peer group are
rewarded with an incentive paynent.

(k) Menbers of the public may obtain the data and
met hodol ogy used in establishing paynent rates for
providers by follow ng the procedures defined in the
UniformInformation Practices Act, chapter 92F, HRS.
[Eff 11/13/95; am 11/25/ 96 ] (Auth: HRS
8346-59; 42 U.S.C. 81396a) (Inp: 42 C F.R 8447.252)

817-1739-24 Services included in the basic PPS
rate. (a) The reasonable and necessary costs of
providing the followng itens and services shall be
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included in the basic PPS rate and shall not be
separately reinbursable, unless specifically excluded
under subsection (b):

(1)
(2)

(3)

(4)

(5)

(6)

(7)
(8)

(9)

(10)

Room and boar d;

Adm ni stration of nedication and treatnent
and all nursing services;

Devel opment, managenent, and eval uati on of
the witten patient care plan based on
physi ci an orders that necessitate the

i nvol venent of skilled technical or

pr of essi onal personnel to neet the
recipient's care needs, pronote recovery, and
ensure the recipient's health and safety;
bservation and assessnent of the recipient's
unstabl e condition that requires the skills
and know edge of skilled technical or

pr of essi onal personnel to identify and

eval uate the recipient's need for possible
medi cal intervention, nodification of
treatnent, or both, to stabilize the
recipient's condition;

Heal t h education services, such as gait
training and training in the admnistration
of nmedications, provided by skilled technical
or professional personnel to teach the

reci pient self-care;

Provi sion of therapeutic diet and dietary
suppl ement as ordered by the attending
physi ci an;

Laundry services, including itens of

reci pient's washabl e personal cl ot hing;

Basi ¢ nursing and treatnent supplies, such as
soap, skin lotion, alcohol, powder,
applicators, tongue depressors, cotton balls,
gauze, adhesive tape, Band-Ai ds, incontinent
pads, V-pads, thernoneters, blood pressure
apparatus, plastic or rubber sheets, enemn
equi pnent, and douche equi pnent;

Non- cust om zed dur abl e nmedi cal equi pnent and
suppl i es used by individual recipients, but
whi ch are reusabl e. Exanpl es include itens
such as ice bags, hot water bottles, urinals,
bedpans, compdes, canes, crutches, wal kers,
wheel chairs, and side-rail and traction

equi pnment ;

Activities of the patient's choice (including
religious activities) that are designed to
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(12)

(13)

17-1739- 24

provi de normal pursuits for physical and
psychosoci al well being;

Soci al services provided by qualified

per sonnel ;

Mai nt enance therapy; provided, however, that
only the costs that woul d have been incurred
if nursing staff had provided the Mintenance
therapy will be included in calculating the
basi ¢ PPS rates;

Provi sion of and paynent for, through
contractual agreenments with appropriate
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skilled technical or professional personnel,
ot her nedi cal and renedi al services ordered
by the attendi ng physician which are not
regularly provided by the provider. The
contractual agreenent shall stipulate the
responsi bilities, functions, objectives,
services fee, and other terns agreed to by
the provider and the person or entity that
contracts to provide the service; and
(14) Recurring, reasonable and increnental costs
incurred to conply with OBRA 87.
(b) The costs of providing the following itens
and services shall be specifically excluded from
rei nbursenent under this plan, and shall be billed
separately to the departnent by the providers:

1 Physi ci an services, except those of the
medi cal director and quality assurance or
drug use review board, or all three;

(2) Drugs that are provided to residents in
accordance with Title XI X policy;

(3) Laboratory, x-ray, and EKG

(4) Anbul ance and any other transportation for
medi cal reasons that is not provided by the
provi der and not included in the costs used
to cal cul ate the basic PPS rates;

(5) Dental;
(6) Optical;
(7) Audi ol ogy;
(8) Podiatry;
(9) Physical therapy, excluding maintenance
t her apy;
(10) Cccupational therapy, excluding maintenance
t her apy;
(11) Speech and hearing therapies; and
(12) Custom zed durabl e nedical equi pnent and such

ot her equipnent or itens that are designed to

meet special needs of a resident and are

aut hori zed by the departnent.

(13) Charges for ancillary services are not
included in calculating the basic PPS rates
and shall be paid as foll ows:

(A) Providers that have the capability shal
bill the departnment separately for
ancill ary services;

(B) The department shall make an ancillaries
paynment to providers that it designates
as incapable of billing for ancillary
services on an item zed basis;
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(O

(D

(B)

(F)

(G

In order to receive an ancillaries
paynment, the provider nust make
assurances satisfactory to the
departnent that it is coommtted to
acquiring the ability to bill on an
item zed basis for ancillaries, and is
pursuing that goal with all deliberate

speed;

As part of the FY 94 rebasing, the
departnent shall identify ancillary
services for which a provider |acks the
ability to bill separately and cal cul ate
a per diemanounts as an ancillaries
paynment ;

No provider that receives an ancillaries
paynment shall otherwi se bill the

departnent separately on behalf of a
Title XIX resident for any type of
ancillary service that is included in
calculating its ancillaries paynent. A
provi der that receives an ancillaries
paynment nust al so i npl enment procedures
and assure the departnent that no other
person or entity wll bill separately
for any type of ancillary service that
is included in calculating the
ancill ari es paynent;

The provider shall provide to the
depart nment upon request the progress
that it is making in its efforts to
acquire the ability to bill separately
for ancillary services. |f and when the
provi der acquires that ability, then it
shall promptly notify the departnent in

witing before separate billing is
initiated;

Once the departnent determ nes that a
provider is capable of billing for sonme

or all ancillary services on an item zed
basis, then it shall provide advance
witten notice to that provider of a
date upon which it will either cease
maki ng or reduce the ancillaries
paynent. |f the provider acquires the
capability of billing for some (but not
all) ancillary services that were
included in calculating its ancillaries
paynent, then the departnent shal
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reduce the ancillaries paynent
accordi ngly; and
(H) The departnent shall make avail abl e al
necessary data to ensure the appropriate
accounting for ancillary services.
(c) The personal funds of nedical assistance
reci pients may not be charged any costs for routine
personal hygiene itenms and services provided by the
provider. [Eff 11/13/95 ] (Auth: HRS 8346-59;
42 U.S.C. 81396a) (Inp: 42 C.F.R 8447.252)]

817-1739-25 dassification of long-termcare
providers into peer groups. For the purpose of
establishing the basic PPS rates, providers and costs
shall be grouped into the followng five nutually
excl usive classifications or peer groups:

(1) The costs of delivering care to acuity |evel

A patients in free-standi ng nursing
facilities;

(2) The costs of delivering care to acuity |evel

C patients in free-standing nursing
facilities;

(3) The costs of delivering care to acuity |evel

A patients in hospital -based nursing
facilities;

(4) The costs of delivering care to acuity |evel

C patients in hospital-based nursing
facilities; and

(5) The costs of delivering care to acuity |evel

B patients in internmediate care facility for
the nentally retarded. [Eff 11/13/95

(Auth: HRS 8346-59; 42 U.S.C. 81396a(30))
(Imp: 42 C.F. R 8447.252)]

817-1739-26 Basic PPS rate cal cul ation
nmet hodol ogy for existing providers. Unless otherw se
noted, the basic PPS rates for existing providers shal
be cal cul ated using the nethodol ogy set forth in this
subchapter. [Eff 11/13/95 ] (Auth: HRS 8§346-
59; 42 U.S.C. 81396a) (Inp: 42 C. F.R 8447.252)

817-1739-27 Data sources for rate cal cul ation.
(a) The departnment shall select the base year. The
base year selected shall be the nost recent state
fiscal year for which cost reports for the significant
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majority of providers are available. The departnent
shal |l select the nost recent year for which cost
reports for the significant majority of providers are
avai l able but are not finally settled (i.e., the "as
filed" cost reports). The departnent shall identify
and apply an audit adjustnent factor to the "as fil ed"
cost reports.

(b) Cost and census day data to be used in the
devel opment of the basic PPS rates shall be abstracted
fromthe uniformcost report that is submtted to the
medi cai d agency by each provider. If the departnment
determ nes that additional data is required, then
addi tional cost data shall be solicited fromthe
provider. [Eff 11/13/95 ] (Auth: HRS 8346-59;
42 U.S.C. 81396a) (Inp: 42 C F.R 8447.252)

817-1739-28 Cal cul ati on of conponent per diem
costs by reference to each provider's base year cost
report. (a) Cost data shall be abstracted fromthe
base year cost report and categorized into the
foll ow ng three conponents:

(1) D rect nursing costs shall include al

al l owabl e costs involved in the direct care

of the patient. Exanples of such costs

i ncl ude the foll ow ng:

(A) Salaries for nurses' aides, registered
nurses, and |licensed practical nurses
not involved in adm nistration;

(B) The portion of enployee fringe benefits
that are properly allocated to those
sal ari es, and nursing supplies;

(© Physician-ordered mai nt enance therapy,
which is not billed directly to the
departnment. The cost of naintenance
t herapy services provided by persons
other than nursing staff shall be
limted to an anmount equivalent to the
cost if performed by nursing staff or a
physi cal therapy aide; and

(D) Costs of nedical supplies charged to
patients.

(2) Capital costs, shall include all allowable

capital related operating costs under

Medi care reasonabl e cost principles of

rei mbursenent, as defined in 42 CFR Chapter

413 of the long-termcare facility or

distinct part unit. Exanples of such costs
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i ncl ude the foll ow ng:

(A Rent;

(B) Interest;

(C) Depreciation;

(D) Equi prent or | ease rental

(E) Property taxes; and

(F) Insurance relating to capital assets.

(3) &&A costs shall include all additional

al l omabl e costs incurred in providing care to

| ong-termcare patients. Exanples of such

costs shall include the follow ng:

(A) Detary;

(B) Housekeepi ng;

(© Laundry and linen;

(D) Operation of plant;

(E) Medical records;

(F) The costs of insuring against or paying
for mal practice, including insurance
prem uns, attorneys' fees and
settlenments of clains; and

(G The costs of fringe benefits properly
all ocated to enpl oyees involved in
general and adm nistrative duties.

(b) Costs allocated to line itenms on the base
year cost report other than those conponents listed in
subsection (a) or to inappropriate line itens, shall be
appropriately reclassified to the three conponents.

Recl assification shall be perfornmed by the departnent

or its fiscal agent. After the FY 94 rebasing, the
departnment shall not survey or solicit information from
the providers for the purpose of reclassifying costs
from one conponent to another. For the FY 94 rebasing
only, providers will be allowed to reclassify

mai nt enance therapy costs fromthe physical therapy
cost center.

(c) Costs of services specifically excluded from
the basic PPS rate wunder section 17-1739-24(b) shal
be deleted fromthe costs identified in subsection (a)
for purposes of the basic PPS rate calculation. This
process shall involve identifying line itens fromthe
base year cost report or other financial records of the
provi der pertaining to the excluded services and
subtracting these costs fromthe appropriate conponent.
If a provider's base year cost report does not identify
the costs of excluded services, then the departnent
shall so advise the provider and request additional
financial records. |If the provider does not respond
Wi th appropriate information, then the departnent may
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delete fromthe provider's costs an anount reasonably
estimated to represent the costs of such excl uded
servi ces.

(d) Cost reports for facilities which began
operations after the beginning of the base year are not
included in calculating the statew de wei ghted average
per diemcosts or used to calculate the provider's
basi c PPS rate.

(e) Costs attributable to new beds that are
pl aced in service after the beginning of the base year
are also not included in calculating the statew de
wei ght ed average per diemcosts or used to calcul ate
the portion of the provider's basic PPS rate that
relates to the new beds.

(f) \Were an existing facility has partial year
cost reports fromnore than one owner or operator, the
departnment may either select one of the partial year
cost reports or conbine the cost reports fromthe
former and current owners or operators, or both. In
either case, the cost reports shall be adjusted to
approxi mate the costs that woul d have been incurred for
a twel ve-nont h peri od.

(g Goss excise taxes paid on receipts, NF
taxes, and any return on equity received by a
for-profit provider shall be deleted fromthe costs
used to calculate the basic PPS rate and shall be
rei nbursed separately.

(h) If a provider received a rate increase
pursuant to a rate reconsideration request in the base
year, and that increase is for a non-recurring cost,
then the departnent may del ete fromthe base year costs
that are included in calculating the basic PPS rates an
anount equal to the costs that were used to calcul ate
the rate increase.

(i) If a provider received suppl enental paynments
fromthe state with no federal matching funds for
speci al services in the base year, then the departnent
shal | adjust the provider's base year costs to renobve
the differential cost of those special services in
cal cul ating the provider's basic PPS rates.

(j) The resulting conponent costs and return on
equity shall be standardized to renove the effects of
varying fiscal year ends. Costs are inflated fromthe
end of each provider's fiscal year to a common point in
tinme: the end of the state's fiscal year for which the
rates are in effect. Therefore, facilities with fiscal
years that end earlier receive a higher rate (nore
nmont hs) of inflation.
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(k) To recognize annual inflationary cost

i ncreases, these standardi zed conponent costs shall be
nfl ated as described in section 17-1739-33.

(1) For nursing facility providers, the portions
of a provider's standardi zed and inflated costs (except
for the costs of naintenance therapy services included
in direct nursing costs and the costs of conplying with
OBRA 87) that are in excess of federal routine
operating cost limts (excluding the add-on to those
limts for OBRA 87 costs) for long-termcare facilities
shall be deleted fromthe costs used to cal cul ate the
basic PPS rates. The departnent shall apply the
federal routine operating cost limts for urban
Honolulu facilities to all nursing facilities.

For the FY 94 rebasing only, the departnent
shall do the follow ng:

(1) Delete the costs of conplying with OBRA 87
fromthe costs used to cal culate the basic
PPS rates; and

(2) Include the recurring and reasonabl e costs of
conplying with OBRA 87 in cal cul ating that
provi der's OBRA 87 adj ustnent.

For all subsequent rebasings, the costs of
conplying with OBRA 87 shall be part of the basic PPS
rate.

(n) Costs that are not otherw se specifically
addressed in this plan shall be included in base year
costs if they conply with HCFA Publication No. 15
st andar ds.

(o) Legal expenses for the prosecution of clains
in federal or state court against the State of Hawaii
or the departnent incurred after Septenber 30, 1988,
shall not be included as all owable costs in determ ning
the PPS per diemrates.

(p) A provider-specific per diem conponent cost
shal | be cal cul ated by dividing the cost associ ated
with each conponent identified in subsection (a) as
adj usted in subsection (b) by the nunber of |ong-term
care provider census days for each acuity |evel report
on the cost report and segregated in accordance with
the classifications in section 17-1739-25.

(q) For providers with both acuity levels A and C
residents in the base year, per diem conponent rates
shal | be established as foll ows:

(1) Costs as reported on the base year cost
report shall be used for the conputation of
the level A and | evel C per di em conponent
rates for providers which report costs for
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acuity levels A and C residents separately;

(2)

(3)

(4)

(5)

()
provi der
provi der
| evel of

| f a provider reports conbined costs for
acuity levels A and C and does not segregate
its direct nursing costs based upon a case

m x method or study, then the departnent
shall allocate the provider's direct nursing
costs based upon the acuity ratio;

Costs for the general and adm nistrative
conponent shall be allocated equally on a per
di em basi s between acuity levels A and C, or
at the provider's option, allocated by the
provi der using the sanme case-m X i ndex

devel oped for nursing costs;

Capital costs shall be allocated equally

bet ween Acuity levels A and C on a per diem
basi s; and

In no case shall a provider's acuity |level A
per diemcosts exceed its acuity |level C per
di em cost s.

Not wi t hstanding the foregoing, if a

's base year cost report indicates that the
had i nsufficient experience at a particul ar
care, then its basic PPS rate for that |evel

of care shall be conputed as foll ows:

(1)

(2)

(3)

(4)

(5)

The &&A and capital cost conponents shal
remain the same for both | evels of care;

The provider shall receive the substitute

di rect nursing conponent for the |evel of
care for which it had insufficient

experi ence;

|f the provider allocated its costs between
levels A and C, then the costs and days

all ocated to the level of care for which it
had i nsufficient experience shall not be
considered in calculating its basic PPS
rates;

If the provider did not allocate its costs
between levels A and C, then no part of its
costs or days shall be allocated to the | evel
of care for which it had insufficient
experience in calculating its basic PPS
rates; and

The cal cul ation of the basic PPS rate for an
acuity level in which the provider has
insufficient experience shall also consider
t he adjustnents that have been incorporated
into the basic PPS rate for which sufficient

1739-40



§17-1739-29

experience exists. [Eff 11/13/95 ]
(Auth: HRS 8346-59; 42 U.S.C. 81396a) (Inp:
42 C.F. R 8447.252)

817-1739-29 Application of conponent rate
ceilings. (a) Each provider's per diem cost
conponents, as calculated in accordance with section
17-1739-28, shall be subject to conponent rate ceilings
in determning a provider's basic PPS rates.

(b) For each classification identified in section
17-1739- 25, conponent rate ceilings shall be
established as foll ows:

(1) For each provider, multiply the provider-
speci fic per diem conponent cost by the
provider's total census days in the base
period to determ ne total cost per conponent
by provider. Any per diem conponent cost
that is greater than two standard devi ations
above or bel ow the statew de nmean of the
conponent cost shall be excluded in
cal cul ating the conponent rate ceilings;

(2) For each classification identified in section
17-1739-25, sumthe providers and totals
cal cul ated in paragraph (1) to determ ne the
total cost per conponent for each
cl assification;

(3) Divide the classification conmponent costs
cal cul ated in paragraph (2) by the total
census days reported in the base year cost
reports for all providers in the
classification to determ ne an average cost
per conponent by provider classification;
provi ded, however, that if any per diemcosts
are excluded because they deviate nore than
two standard deviations fromthe statew de
mean, then the days associated with those per
diem costs shall also be deleted in
cal cul ating the average cost per conponent
for the peer group; and

(4) Miltiply the results of paragraph (3) above
by the followi ng factors to determ ne the
cost conponent rate ceilings by each provider
cl assification:

(A) Ceneral and Admi nistrative-1.1
(B) Capital-1.1; and
(C Direct Nursing-1.15.
(c) Cenerally, each per diemcost conponent of a
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provider's basic PPS rates shall be the | esser of the
provi der's per diemcost conponent rate cal cul ated
under section 17-1739-28 or the per diemceiling for
that conmponent. In the case of the capital conponent,
no provider shall receive less than $1.50 a day
regardl ess of its cost per day.

(d) If a provider's rate includes a substitute

di rect nursing conponent, then all three of the
conponent ceilings that apply to the acuity level for
which the rate is being cal cul ated shall be appli ed.

(e) The conponent ceilings shall not be applied

in the follow ng circunstances:

(1) To a grandfathered PPS rate;

(2) To a grandfathered capital conponent (except
as provided in section 17-1739-32(c)(1)(B)

(3) To grandfathered direct nursing and G&A
conponents; and

(4) To a new provider or provider with new beds
whose basic PPS rates are, in whole or in
part, cal cul ated under the special provisions
defined in section 17-1739-30. That section
defines the circunstances in which either the
conponent ceilings or sone other ceilings
w Il be applied.

(f) For the FY 94 rebasing only, the rate

calculation for all providers, except those who are

ei ther new providers or who have new beds, include the
hi gher of the rates cal cul ated under the follow ng two
opti ons:

(1) Sections 17-1739-28 and 17-1739-29 and
i ncreased by the GET and RCE adj ustnments and
capital and &&A incentives, if applicable; or

(2) The grandfathered PPS rate, which excludes
OBRA 1987 paynents, but includes rate
reconsi derati on;

(3) If the grandfathered PPS rate is the | ower of
the two options, then the provider shal
receive the basic PPS rate and all other
appropriate adjustnents that are defined in
this plan.

(4) If the grandfathered PPS rate is the higher
of the two options, then the provider shal
al so receive the foll ow ng adjustnents or
increases to that rate:

(A) The NF tax and OBRA 87 adjustnents, if
appl i cabl e;

(B) Any rate increase granted pursuant to
the rate reconsideration process; and
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(C For FY 94, one-half of the inflation
adjustnment. For all subsequent PPS
years, the provider shall receive the
sanme inflation adjustnents that are
received by all other providers.

(D) The CGET adjustnent, however, shall only
be applied to the increnental increase
to the total PPS rates that results from
the adjustnents or increases noted
above. [Eff 11/13/95 ]  (Auth:
HRS 8346-59; 42 U. S.C. 81396a) (Inp: 42
C.F. R  8447.252)

817-1739-30 Treatnent of new providers w thout
historical costs. (a) The followng two types of
provi ders shall have their basic PPS rates cal cul at ed,
in whole or in part, under this section:

(1) A provider that began operating after the
base year, and therefore has no base year
cost report; or

(2) A provider that began operating a new
facility during the base year, and therefore
has no base year cost report that reflects a
full twelve nonths of operations.

(b) A provider that qualifies under one of the
above criteria shall submt its projected costs to the
departnment on fornms and in the format defined by the
depart nent.

(c) The qualifying provider shall receive as its
basic PPS rate the |l esser of: its reasonable projected
al | owabl e costs under Medi care reasonabl e cost
principles of reinbursenent as defined in 42 CF. R
Chapter 413 and nodified by this plan or one hundred
twenty-five per cent of the sumof the statew de
wei ght ed averages for its peer group in each acuity
| evel .

(d) In PPSrate years follow ng the cal cul ation
of per diemrates under this section, the provider's
basic PPS rates shall receive the sane inflation
adj ustnents as other providers. [Eff 11/13/95 ]
(Auth: HRS 8346-59; 42 U. S.C. 81396a(13)) (lnp: 42
C.F. R 8447.252)

817-1739-30.1 Treatnent of providers of the
subacute | evel of care. Providers of the subacute
[ evel of care will be reinbursed as two groups, group
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bei ng ventil ator dependent recipients and group |

bei ng other recipients who require the subacute |evel

of care. Reinbursenent for group | and group Il wll
be at a rate determined by the departnent until data is
avai l able. Thereafter, reinbursement wll be
cal cul at ed usi ng PPS net hodol ogy.

[ Ef f 11/ 25/ 96 ] (Auth: HRS 8346-14) (Inp:

HRS 8346-14; 42 C.F.R 431.10)

817-1739-31 Treatnent of new beds wi t hout
hi storical costs. (a) A provider that has expanded
beds since or during the base year, and therefore has
no base year cost report reflecting a full 12 nonths of
operation with the new beds, shall have its basic PPS
rates calculated, in whole or in part, under this
section.

(b) Existing providers which add new beds during
or after the base year shall receive basic PPS rates
that "blend" the rates for the old and new beds.

(c) Basic PPS rates associated with the new beds
shall be cal culated in accordance with section 17-1739-
31(c). If applicable, the GET adjustnent shall be
i ncreased to cover the higher gross excise taxes that
wll result and the ROE adjustnent shall be increased
to reflect any equity invested in the new beds.

(d) The result of subsection (c) above shall be
mul tiplied by the nunber of new beds.

(e) The basic PPS rates cal culated on the
hi storical costs of the existing beds as defined in
sections 17-1739-27, 17-1739-28, and 17-1739-29 shal
be multiplied by the nunber of existing beds.

(f) The sum of subsections (d) and (e) above
shal |l be divided by the total nunber of existing and
new beds.

(g) The rates calculated in subsection (f) above
shall be the provider's basic PPS rate for all beds.

(h) The conputation shall be perforned separately
for each acuity level. [Eff 11/13/95 ]  (Auth:
HRS 8346-59; 42 U.S.C. 81396a) (Inmp: 42 CF.R
8447. 252)

817-1739-32 Transition of new providers and new
beds into the PPS. (a) A new provider or a provider
w th new beds shall eventually have its basic PPS rates
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calculated in the same manner as other providers. The
transition will begin with the first rebasing in which
t he new provider or provider wth new beds has a base
year cost report that reflects a full twelve nonths of
oper ati ons.

(b) Unless the provider is eligible for the
grandf at hered direct nursing and G&A conponents, the
GRA and direct nursing conponents of the provider's
basic PPS rates shall be calculated in the same manner
as existing providers. This calculation shall include
t he application of the conponent ceilings.

(c) For new providers or providers that added new
beds, the capital conponent of the basic PPS rates
shall be determ ned as foll ows:
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The new provider or provider wth new beds
shall receive the | esser of the follow ng two
options as the capital conponent of its basic
PPS rat es:

(A Its facility-specific capital per diem

costs calculated in the same manner as

exi sting providers (excluding the application

of the capital conponent ceiling); or

(B) [Its grandfathered capital conponent

(excluding the application of the capital

conponent ceiling); provided, however, that

if the provider's facility-specific capital
per di em anmount after the application of the
capi tal conponent ceiling is higher than its
gr andf at hered capital conponent, then the
provi der shall receive the higher amount as
the capital conponent of its basic PPS rates.

In order to inplenent the precedi ng section,

t he departnent shall identify the capital

conponent of the basic PPS rates for new

providers that existed imediately prior to
the inplenmentation of the FY 94 rebasing.

That amount, which is the grandfathered

capital conponent, shall be cal cul ated as

fol | ows:

(A) The departnent shall conpare the new
provider's projected per diemcosts,
whi ch were used to establish its initial
PPS rates, with its actual capital per
diem costs as indicated on the base year
cost report to determ ne whet her the
projected capital costs were reasonable.
| f the departnent concludes that the
proj ections were unreasonable, then the
departnent may adj ust the grandfathered
capi tal conponent accordingly;

(B) If the new provider's projected
aggregate costs in all three PPS rate
conponent s exceeded one hundred twenty
five percent of the sumof the statew de
wei ght ed averages, then the
gr andf at hered capital conponent shall be
reduced pro rata. That reduction shal
be acconplished by nmultiplying the
projected capital per diemby the
capi tal conponent reduction factor; and

(C After applying the capital conponent
reduction factor, the new provider's
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(3)

(d)

initial projected capital per diem
anount shall be increased by the
inflation factor to renove the effects
of varying fiscal year ends and to
inflate the per diemto the PPS year
That anount shall be the capital
conponent of the new provider's basic
PPS rates.
The departnent shall follow the sanme genera
procedure in calculating the portion of the
capital conponent for new beds that was used
to cal cul ate the bl ended capital conponent
for providers with new beds. That process

shal | include the follow ng steps:
(A) Identifying the grandfathered capital
conmponent ;

(B) If appropriate, applying the capital
conponent reduction factor;

(C) Determning whether the facility-
speci fic or grandfathered capital
conponent rate is appropriate; and

(D) Using the appropriate anmount to
cal cul ate a "bl ended" capital per diem
anount for the provider.

A provider that added new beds and neets the

defined eligibility tests is entitled to have its
di rect nursing and general adm nistrative conmponents
adj usted as defi ned bel ow

(1)

In order to be eligible for the grandfathered
di rect nursing and G&A conponents, a provider
must neet the foll ow ng requirenents:

(A) The provider nust have both old and new
beds;

(B) The provider nmust have a full twelve
mont hs of historical costs for the new
beds reflected in the base year cost
report; and

(© Imediately prior to the effective date
of the FY 94 rebasing, the provider nust
have had in effect a "blended" basic PPS
rate that included the costs of both the
ol d and new beds;

(D) The provider's adjusted PPS rate for FY
94 (excluding the NF and OBRA 87
adjustnents) is less than its total PPS
rate i Mmedi ately prior to the rebasing
pl us one-half the FY 94 inflation
adj ust nent .
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(2) A provider who neets the eligibility tests
defined above shall receive the grandfathered
direct nursing and G&A adjustnment. As part
of the calculation to determ ne the anount of
the adjustnent, one-half of the inflation
adj ustnent for FY 94 is included. For FY 94
only, no other inflation adjustment shall be
included in calculating the provider's
adjusted PPS rates. Thereafter, the provider

shal|l receive the full inflation adjustnent
in calculating its adjusted PPS rates.
[Eff 11/13/95 ] (Auth: HRS 8346-59;

42 U.S.C. §1396a) (Inp: 42 C.F.R 8§447.252)

817-1739-33 Application of inflation and ot her
adj ustnments to establish provider-specific prospective
paynment rates. (a) Annual cost i1ncreases shall be
recogni zed by applying the inflation adjustnent to the
hi storical costs or basic PPS rates, or both, with the
exception of subsection (c)(1).

(b) For years in which the departnent perforns a
rebasi ng, cost increases attributable to inflation that
has occurred since the base year shall be recognized as
fol | ows:

(1) The basic PPS rates shall be standardized to
remove the effects of varying fiscal year
ends;

(2) The basic PPS rates shall be multiplied by
one plus the cunul ative inflation adjustnent;

(3) For the purpose of determning the inflation
adj ustnent, the departnent shall use the nost
current and accurate data that is then
avai l abl e; and

(4) To ensure the prospective nature of the
system the data shall not be retroactively
nodi fi ed or adj usted.

(c) For years when the departnent does not
perform a rebasing, cost increases due to inflation for
the upcom ng rate year shall be recognized as foll ows:

(1) The departnent shall multiply the adjusted
PPS rate (excluding any rate reconsideration
i ncreases) in effect on June 30th of the
i mredi ately preceding fiscal year by one plus
the inflation adjustnment for the foll ow ng
state fiscal year. Except for the rate
period commencing July 1, 1998 through June
30, 1999, the inflation factor would be zero;
and
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(2) To ensure the prospective nature of the
paynment net hodol ogy, the inflation adjustnment
shall not be retroactively nodified or
adjusted. [Eff 11/13/95; am ]
(Auth: HRS 8346-59; 42 U.S.C. 81396a) (I np:
42 C.F. R 8447.252)

817-1739-34 Limtations on |long-term care
provi der reinbursenent. (a) Notw thstanding any ot her
provision of this plan, aggregate paynents to each
group of facilities (i.e., nursing facilities or
internmediate care facility for the nentally retarded)
may not exceed the anount that can reasonably be
esti mated woul d have been paid for those services under
Medi care reasonabl e cost principles of reinbursenent as
defined in 42 CF. R Chapter 413. |In addition,
aggregate paynents to each group of state-operated
providers (i.e., nursing facilities or internedi ate
care facility for the nentally retarded) may not exceed
t he anbunt that can reasonably be estinated woul d have
been pai d under Medicare reasonable cost principles of
reimbursenent. |If a formal and final determnation is
made that paynents in the aggregate exceeded the upper
limt and federal financial participation is
di sal l owed, the departnent may recoup any paynents mnade
to providers in excess of the upper limt.

(b) Notw thstandi ng any other provisions of this
pl an, paynent for out-of-state long-termcare facility
services shall be the | esser of the facility's charge,
the other state's nedicaid rate, or the statew de
wei ght ed average Hawaii nedicaid rate applicable to
servi ces provided by conparabl e Hawaii providers.

(c) Notw thstandi ng any other provision of this
pl an, no paynents shall be nade for the inproper
adm ssion of or care for nentally ill or nentally
retarded individuals, as those terns are defined in
section 4211 (e)(7)(G of OBRA 87
[ Ef f 11/13/95 ] (Auth: HRS 8346-59; 42 U.S.C.
81396a(13)) (Inp: 42 C. F.R 8447.252)

817-1739-35 Adjustnents to base year cost. (a)
Adj ustnents to a provider's base year cost report that
occur subsequent to a rebasing that utilizes that base
year cost report shall not result in any change to the
conponent rate ceilings for the provider's peer group.
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provider's PPS rates are based upon a cost report that
is not finally settled, the the departnent shall not
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adj ust those rates based upon subsequent changes to the
base year cost report; provided, however, that the
provi der may seek revisions to that base cost report at
the first avail able opportunity to seek a rate
reconsideration. This shall apply to changes to a base
year cost report that are nade after a rebasing occurs.
(c) The PPS rate calculation process is conpl ex
and requires an extensive commtnment of the
departnment's resources. Cccasionally, the departnent
may uncover or have brought to its attention mnor data
extraction or calculation errors that affect one or a
few providers. Unless the departnment reasonably
expects the correction of an error for one or a few
providers to have a significant inpact on the statew de
wei ght ed averages or conponent ceilings, the departnent
need not recal cul ate those averages or ceilings to
reflect a recalculation of the basic PPS rates of the
one or few providers. [Eff 11/13/95 ]  (Auth:
HRS 8346-59; 42 U.S.C. 81396a) (Inmp: 42 CF.R
8447. 252)

817-1739-36 Rebasing the basic PPS rates. The
departnment shall performa rebasing follow ng the
met hodol ogy but using updated cost report data as
described in section 17-1739-27 so that a provider
shall not have its basic PPS rates cal cul ated by
reference to the sane base year for nore than four
state fiscal years. [Eff 11/13/95 ] (Auth: HRS
8346-59; 42 U.S.C. 81396a) (lnp: 42 C F.R 8447.252)

817-1739-37 Adjustnments to the basic PPS rates.
(a) Each proprietary provider i1s eligible to receive
the RCE adjustnment. The ROE adjustnent shall be
cal cul ated by identifying the appropriate anounts from
t he base year cost report or other sources, and
di viding those anobunts by the provider's base year
patient days to obtain a base year ROE per diem The
base year RCE adjustnents shall receive the sane
increase to reflect inflation as all other base year
costs.

(b) Al proprietary providers shall receive the
CET adjustnent. The CET adjustnent shall be paid by
i ncreasing the basic PPS rates plus all applicable
adj ustments by 1.04167.

(c) Al providers shall receive the NF tax
adjustnent. The NF tax adjustnent shall be paid by
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i ncreasing the basic PPS rates plus all applicable
adj ustnents by 1.06. Notw thstanding the foregoing:

(1) The effective date of the NF tax adjustnent
shall coincide with the effective date of the
NF tax; and

(2) If the Act inposing the NF tax is repealed or
ot herwi se expires, then the providers shal
cease receiving the NF tax adjustnent
concurrent wth the cessation of the
i nposition of the tax.

(d) For the FY 94 rebasing only, all providers

that report recurring costs of conplying with OBRA 87
shal |l receive the OBRA 87 adjustnent, which shall be
conputed and paid as foll ows:

(1) The departnent shall conpute a per diem
anount by dividing all recurring reasonable
and i ncrenental OBRA 87 costs by the
cunul ati ve nunber of patient/days in the base
year;

(2) For the purpose of adjusting the level Arate
for freestanding facilities only, the
adj ustnent shall be increased by $1 a day to
recogni ze that conplying with OBRA 87
requi res greater operational changes (and
hi gher costs) in that context than any other;

(3) Commencing with the PPS year that begins
July 1, 1994, the base year OBRA 87
adj ustnent shall receive the sane inflation
adj ustnment as all other conponents of the
basi ¢ PPS rates.

(e) Beginning with the FY 94 rebasing, nursing
facilities who qualify shall receive the capita
incentive adjustnent, the G&A incentive adjustnent, or
both. Due to the limted nunber of |ICF/ MRs, those
facilities shall not be eligible to receive either the
Capital Incentive or G&A incentive adjustnents.

(f) For the PPS rate years ending June 30, 1994
and June 30, 1995 only, freestanding providers |ocated
on the Island of Kauai shall receive the Hurricane
I ni ki adjustment. Beginning July 1, 1995, these
providers shall receive the PPS rates that are
cal cul ated pursuant to the other provisions of this
pl an.

(g) Total PPS rates - A provider's basic PPS
rates shall equal the sumof its direct nursing, GRA
and capital per diem conponents for each acuity |evel
as cal cul ated under this plan. A new provider's basic
PPS rate shall be the per diemrate cal cul ated under
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the provision of section 17-1739-31. The basic PPS
rate for a provider with new beds shall be the per diem
rate cal cul ated under the provisions of section
17-1739- 32.

(h) Except for providers that receive the
Hurricane Ini ki adjustnment, a provider's adjusted PPS
rate shall be the product of the follow ng formul a:

Basi ¢ PPS Rate

+ Capital Incentive Adjustnent (if
appl i cabl e)

+ &BA Incentive Adjustnent (if applicable)

+ RCE Adjustnent (if applicable)

+ OBRA 87 Adjustnent (if applicable)
Subt ot al

(Subtotal x GET Adjustnent (if applicable))
+ (Subtotal x NF Tax Adjustnent)
Adj ust ed PPS Rate

(1) A provider's total PPS rate shall be the
adjusted PPS rate plus any rate increases granted
pursuant to rate reconsideration requests.

[ Eff 11/13/95 ] (Auth: HRS 8346- 59; 42 U.S. C
81396a (13) (Inmp: 42 C F.R 8447.252)

817-1739-38 Admnistrative review - rate
reconsideration. (a) Providers shall have the right
to request a rate reconsideration for the foll ow ng
condi ti ons:

(1) A change in ownership, |easeholder, or
operator, w thout a change in |licensure and
certification, which shall be grounds for
rate reconsideration only to the extent
authorized in section 17-1739-23(h);

(2) Extraordinary circunstances including, but
not limted to, the followi ng: acts of God;
changes in life and safety code requirenents;
changes in licensure |aw or rules or
regul ation; significant changes in patient
m x or nature of service occurring subsequent
to the base year; errors by the departnent in
data extraction or cal culation of the per
diemrates; subject to section 17-1739- 35,

i naccuracies or errors in the base year cost
report; or additional capital costs resulting
fromrenovation of a facility that does not
result in additional beds but otherw se are
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(3)

(4)

(b)

attributable to extraordi nary circunstances.
Mere inflation of costs, absent extraordinary
ci rcunst ances, shall not be a basis for rate
reconsi deration. Providers who receive the
Hurricane Ini ki adjustnment will not be able
to file for a rate reconsideration under this
section for damages caused by Hurricane

I ni ki ;

To determi ne in advance the anount of rate
reconsideration relief, if any, that wll be
granted to the provider for an anticipated
future cost in excess of $50,000, or $1, 000
per bed, whichever is less. The provider
must be otherwi se ready to incur the cost,
and it nmust be attributable to a proposed
capital expenditure, change in service or

| icenser or extraordinary circunstance. Any
determ nation by the departnent is subject to
the provider actually incurring the
anticipated cost. |If the actual cost is
greater or lesser than the anticipated future
cost submtted by the provider, then the
departnent may adjust its rate
reconsideration relief determ nation either
on its own initiative or by suppl enental
request of the provider. A provider that
fails to request an advance rate

reconsi deration fromthe departnent assunes
the risk that no rate reconsideration relief
may ultimately be avail abl e; and

| f the departnent reduces the grandfathered
capital conponent of a new provider or a
provi der with new beds due to an inaccurate
or unreasonabl e projection of capital costs
by the provider.

Requests for reconsideration shall be

submtted in witing to the departnent and shall set
forth the reasons for the requests. Each request shal
be acconpani ed by sufficient docunentation to enable
the departnent to act upon the request. Docunentation
shal | include the data necessary to denonstrate that
the circunstances for which reconsideration is
requested neet one or nore of the conditions specified

in subsection (a). The requests shall include the
fol | ow ng:
(1) A presentation of data to denonstrate the

reasons for the provider's request for rate
reconsi derati on;
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(2) |If the reconsideration request is based on
changes in patient mx, the provider nust
docunent the change using well -established
case-m x neasures, acconpani ed by a show ng
of cost inpact; and

(3) A denpnstration that the provider's costs
exceed the paynents under this plan.

(c) Except as otherwi se provided in this plan, a
request for reconsideration shall be submtted within
sixty days after the annual PPS rate is provided to the
provi der by the departnent, or at other tines
t hroughout the year if the departnment determ nes that
extraordinary circunstances occurred or if the
ci rcunst ances defined in subsection (a)(1l) occur.

(d) Pending the departnent's decision on a
request for rate reconsideration, the provider shall be
paid the PPS rate initially determ ned by the
departnment. |If the reconsideration request is granted,
the resulting new PPS rate shall be effective no
earlier than the first date of the PPS rate year.

(e) A provider nmay appeal the departnent's
decision on the rate reconsideration request. The
appeal shall be filed in accordance with the procedural
requi renents of chapter 17-1736, subchapter 3, of the
Hawai i Adm nistrative Rul es.

(f) Except as noted below, rate increases granted
pursuant to the rate reconsideration process shall not
exceed an anmount equal to the sum of the conponent
ceilings for a particular provider's classification
m nus the provider's basic PPS rate:

(1) |If a provider is either new or has added new
beds and its basic PPS rate is cal cul ated
under sections 17-1739-30, 17-1739-31, or
17-1739-32, then a rate increase shall not
exceed the difference between the sum of the
ceilings for the direct nursing and general
and adm ni strative conponents and the sum of
the provider's facility-specific conponents
for those categories;

(2) If a provider is receiving the grandfathered
capital conponent, then the increase shal
not exceed the difference between the sum of
the direct nursing and G&A conponent ceilings
and sum of the provider's direct nursing and
G&8A conponents;

(3) If a provider seeks a rate increase to cover
costs of conplying with OBRA 87 and ot herw se
woul d be disabled fromreceiving an increase
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by the application of the sumof the
conponent ceilings, then the departnent may
grant an additional increase up to the anount
of the mean OBRA 87 adjustnent for the
provider's peer group. The nean OBRA 87

adj ustment shall be cal cul ated pursuant to
section 17-1739-37(d) and shall receive the
inflation adjustnent (if any) that is defined
in that section.

g Rat e reconsi deration granted under this
section shall be effective for the remai nder of the PPS
rate year. |If the provider believes its experience
justifies continuation of the rate in subsequent rate
years, it shall submt information to update the
docunent ati on specified in subsection (b) within sixty
days after receiving notice of the provider's rate for
each subsequent PPS rate year. The departnent shal
review t he docunentation and notify the provider of its
determ nation as described in subsection (d). The
departnent may, at its discretion, grant a rate
adjustnment that will be incorporated into the
provider's rate for one or nore of the follow ng PPS
rate years.

(h) The decision to grant a rate reconsideration
request is subject to the departnent's discretion. In
exercising that discretion, the departnent may consider
that a provider's adjusted PPS rate includes a
gr andf at her ed conponent or incentive adjustnent.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59; 42 U.S.C.
81396a) (Inmp: 42 C.F.R 8447.252).

817-1739-39 Cost report requirenents. (a) Al
provi ders shall maintain an accounting system which
identifies costs in a manner that conforns to generally
accepted accounting principles.

(b) Participating providers shall submt the
foll owi ng on an annual basis no |ater than ninety days
after the close of each provider's fiscal year
) Uniformcost report;

) Working trial bal ance;
)
)

Provi der cost report questionnaire;

If the provider has its financial statenent
audited, then a copy of that audited
financi al statenent;

(5) Disclosure of appeal itens included in the
cost report; and

A~
AWN
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(6) Such other cost reporting and financi al
information as the departnent shall request.
This information may include segregation of
certain costs of delivering services to
acuity level Cresidents as opposed to acuity
| evel A residents.

(c) In subsequent years, the departnent may
require providers to classify their costs according to
the conponents as defined in section 17-1322-28 and
interpretive guidelines provided by the departnent and
submt that classification with its cost report. Final
classification of costs into appropriate conponents
shall be at the discretion of the departnent.

(d) dains paynent for services wll be
tenporarily reduced twenty per cent if the cost report
is not received within one-hundred twenty days, and one
hundred per cent if the cost report is not received
W thin one-hundred fifty days. A thirty day maximm
extensi on shall be granted upon witten request for
good cause as provided in Medicare guidelines.

(e) Each provider shall keep financial and
statistical records of the cost reporting year for at
| east six years after submtting the cost report form
to the departnment and shall nmake such records avail able
upon request to authorized state or federal
representatives. [Eff 11/13/95 ] (Auth: HRS
8346-59; 42 U.S.C. 81396a(27)) (lnmp: 42 CF.R
8447. 252)

817-1739-40 Audit requirenments. (a) The
departnment or its fiscal agent shall conduct
periodically either on-site or desk audits of cost
reports, including financial and statistical records of
a sanple of participating providers in each provider
cl assification.

(b) Reports of the on-site or desk audit findings
shal |l be retained by the departnent or its fiscal agent
for a period of not less than three years follow ng the
date of subm ssion of the report.

(c) Each provider shall have the right to appea
audit findings in accordance with the procedural
requi renents of Chapter 17-1736, Subchapter 3, of the
Hawai i Adm nistrative Rules. [Eff 11/13/95 ]
(Auth: HRS 8346-59; 42 U.S.C. 8§ 1396a) (Inp: 42
C.F. R 8447.252)
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817-1739-41 Bed-hold requirenents for |ong-term
care. A nedicaid recipient’s bed nay be reserved
during a recipient's tenporary absence fromthe | ong-
termcare facility if:

(1) The recipient's plan of care provides for
absences other than for hospitalization, and
is approved by the recipient's attending
physi ci an;

(2) Any single episode during which a bed is
reserved does not exceed a period of three
consecutive days, unless a request for prior
approval is submtted to the program
revi ewed, and approved by its nedi cal
consul tant;

(3) The total nunber of days a recipient reserves
a bed per cal endar year does not exceed
twel ve days; and

(4) Arecord is maintained in the recipient's
medi cal charges which accounts for the nunber
of days and specific dates for any year that
a recipient reserved a bed, subject to
periodic review by the departnent's
representatives. [Eff 11/13/95
(Auth: HRS 8346-59; 42 U. S.C. 81396a)

(Imp: 42 C.F.R  8447. 252)

817-1739-42 Effective date of anmendnents to
subchapter 2. Unless otherw se stated, anmendnents to
this subchapter 2 shall be effective concurrent with
the effective date approved by the federal governnent
for the Hawaii State Plan for reinbursenent to | ong
termcare providers. [Eff 11/13/95 ]  (Auth:
HRS 8346-59; 42 U S.C. 81396a) (Ilnmp: 42 CF.R
8336. 252)

817-1739-43 to 817-1739-52 (Reserved).

SUBCHAPTER 3
PROSPECTI VE PAYMENT FOR ACUTE CARE SERVI CES
817-1739-53 Definitions. As used in this

subchapt er: _ _ _
"Ancillary services" neans diagnostic or
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t herapeutic services perfornmed by specific facility
departnents as distinguished fromgeneral or routine
patient care such as room and board. Ancillary
services generally are those special services for which
charges are customarily nmade in addition to routine
charges, and they include such services as | aboratory,
radi ol ogy, surgical services, etc.

"Base year" neans the state fiscal year used for
initial calculation and recal cul ati on of prospective
paynment rates. The base year shall be the nobst recent
State fiscal year or years for which conplete, finally-
settled financial data is available. Base year data
shal | be supplenmented with finally-settled cost data
fromprevious years, if it is determ ned that
extraordinary costs occurred in the nost recent,
finally-settled cost report. The 1983 state fiscal
year shall be the base year for purposes of initial
cal cul ation of prospective paynent rates.

"Break-even point" neans the point at which a
hypot heti cal special care percentage in the base year
woul d not have resulted in the elimnation of any costs
due to the application of the ceiling factors in
cal culating the PPS rates.

"Capital related costs" neans costs associ at ed
with the capital costs of the provider's facilities and
equi pnent under Medicare principles of reinbursenent.
For purposes of the prospective paynent nethodol ogy,
capital related costs shall include depreciation,
interest, property taxes, property insurance, capital
| eases and rentals, and costs and fees related to
obtaining or maintaining capital related financing.

"Cash subsidies for patient services" neans,
without limtation, anounts appropriated by the state
| egi sl ature or a |l ocal governnental entity, either as
di rect subsidies or general fund allotnents, and paid
to the provider.

"Charity care" neans, without limtation, care for
whi ch the provider never expected or sought paynent.
Charity care includes care provided pursuant to the
Hi | l-Burton program but excludes cash subsidies for
patient services as defined above.

"Cl ai m charge data" neans charges and ot her
informati on obtained frombilling claimforns processed
by the nedicaid fiscal agent.

"Costs" neans total finally-settled allowable
costs of acute inpatient services, unless otherw se
speci fi ed.

"Di scharge" neans the release of a patient from an
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acute care facility. The follow ng events are
consi dered di schar ges:

(1)
(2)
(3)

(4)
(5)

(6)

(7)

The patient is formally rel eased fromthe
hospi t al

The patient is transferred to an out-of-state
hospi t al

The patient is transferred to a long-term
care level or facility;

The patient dies while hospitalized;

The patient signs out against nedical advice;
or

In the case of a delivery where the nother
and baby are discharged at the sane tine,

rel ease of the nother and her baby shall be
consi dered two di scharges for paynent
purposes. |In cases of nmultiple births, each
baby will be considered a separate discharge.
A transfer shall be considered a discharge
for billing purposes but shall not be

rei mbursed as a full discharge except as
specified in section 17-1739-70(f)(1).

"Di sproportionate share adjustnent” neans the
| argest of the follow ng adjustnents:

(1)

(2)

(3)

Di vide indigent acute inpatient days by total
acute inpatient days. Each percentage point
or fraction thereof in excess of fifteen per
cent shall be converted to a decinmal and
added to 1.00 to obtain the disproportionate
shar e adj ust nent;

Cal cul ate the facility's nedicaid utilization
rate and subtract one standard deviation
above the statew de nmean nedicaid utilization
rate. Each percentage point in excess of
this standard devi ation shall be converted to
a decimal and added to 1.00 to obtain the

di sproportionate share adjustnent. A
calculation resulting in a fraction of a
percent age point shall be rounded up to the
next percentage point. Wen the nedicaid
utilization rate equals the rate at one
standard deviation point, it wll be
considered a fraction of a percentage point
and rounded up; or

Cal cul ate the facility's |l ow i ncone
utilization rate and subtract twenty-five per
cent. Each percentage point or fraction
thereof in excess of twenty-five per cent
shall be converted to a decimal and added to
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1.00 to obtain the disproportionate share

adj ust nent .

"Di sproportionate share provider" neans a facility
that neets the follow ng tests:

(1) Either --

(A) Has at |least two obstetricians with
staff privileges at the facility who
have agreed to provide obstetric
services to individuals who are eligible
for assistance under the nedicaid
program or

(B) D d not offer nonenmergency obstetric
services as of Decenber 21, 1987; and

(2) Either --

(A) Has indigent inpatient days equal to or
greater than fifteen per cent of total
acute inpatient days;

(B) Has a nedicaid utilization rate equal to
or greater than one standard devi ation
above the statew de nean nedicaid
utilization rate; or

(C© Has a low incone utilization rate equal
to or greater than twenty-five per cent.

I n applying the foregoing, the nedicaid and total days
and revenues shall be obtained fromthe facility's nost
recently filed cost report or related financi al
information for the period covered by that cost report.
The Suppl enental Security |Incone days shall be

determ ned by the departnent based on the nost recent

i nformati on obtained fromthe Health Care Fi nancing
Adm nistration. Al other information shall be
obtained fromthe nost recent and reliable data

avai lable at the tinme the conputation is made.

"Distinct part" nmeans that portion of an acute
care facility that is licensed to and provi des | ong-
termcare services under subchapter 2.

"I'ndigent"” nmeans an individual who is considered
eligible for Supplenental Security Incone (SSI) or
medi cai d, or both.

"I npatient” neans a patient who is admtted to an
acute care facility on the recommendati on of a
physi cian or dentist and who is receiving room board,
and other inpatient services in the hospital at |east
overnight, and requires services that are determ ned by
the State to be nedically necessary. A patient who is
admtted to an acute care facility and expires while in
the facility shall be considered an inpatient adm ssion
regardl ess of whether the stay was overni ght.
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Enmer gency room services are included in the PPS
inpatient rate only when a patient is admtted fromthe
emer gency room

"Low i ncone" neans nedicaid eligible and indigent
patients.

"Low incone utilization rate" nmeans the sum of the
fol | ow ng:

(1) A fraction (expressed as a percentage)--

A) The nunerator of which is the sum (for a
period) of (I) the total revenue paid
the hospital for patient services under
a state plan under Title Xl X of the
Social Security Act and (Il1) the anopunt
of the cash subsidies for patient
services received directly fromstate
and | ocal governnents; and

(B) The denom nator of which is the tota
anount of revenues of the hospital for
patient services (including the anount
of such cash subsidies for patient
services) in the period; and

(2) A fraction (expressed as a percentage)--

(A) The nunmerator of which is the total
anmount of the hospital's charges for
i npatient hospital services which are
attributable to charity care in a
period; and

(B) The denom nator of which is the tota
anmount of the hospital's charges for
i npatient hospital services in the
hospital in the period.

The nunerator under subparagraph 2(A) shall not

i ncl ude contractual all owances and di scounts

(other than for indigent patients not eligible for

medi cal assistance under a state plan approved

under Title XIX of the Social Security Act).

"Medicaid utilization rate" nmeans a fraction
(expressed as a percentage), the nunerator of which is
the hospital's nunber of inpatient days attributable to
patients who (for such days) were eligible for nedical
assi stance under the state plan approved under Title
XI X of the Social Security Act in a period, and the
denom nator of which is the total nunber of the
hospital's inpatient days in that period.

"Medi cal education" means direct costs associ ated
with an approved intern and resident teaching program
as defined in the Medicare provider reinbursenent
manual , publication H M 15.
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"New provider" nmeans a provider that does not have
a cost report in the base year that reflects at |east a
full twelve nonths of operations.

"Qperating year" neans the twel ve consecutive
nmont h period beginning on the latest of the foll ow ng
dat es:

(1) The effective date of the plan anendnent that

adds this definition to the plan; or

(2) The date that a hospital becones a provider

"Qutlier clainms" nmeans any claimwhich has total
charges in excess of the outlier threshold, as defined
in the State Pl an.

"Qutpatient” neans a patient who receives
out patient services at a hospital which is not
providing the patient with room and board and ot her
i npatient services at |east overnight. Qutpatient
includes a patient admtted as an inpatient whose
inpatient stay is not overni ght except in cases in
whi ch the patient expires.

"Provider" nmeans a qualified and eligible facility
that contracts with the departnent to provide
institutional acute care services to eligible
i ndi vi dual s.

"Routine services" neans daily bedside care, such
as room and board, serving and feeding patients,
monitoring life signs, cleaning wounds, bathing, etc.

"Speci al care percentage" neans the result of
dividing the nedicaid special care days for a given
cost reporting period by the total nedicaid days for
the same period. The days reported in the nursery cost
center on the cost report shall be excluded fromthe
cal cul ati on.

"State plan" neans the Hawaii nedicaid State Pl an
for nmethods and standards for establishing paynent
rates - prospective reinbursenent systemfor inpatient
servi ces.

"Wait listed patient” means a patient who no
| onger requires acute care and is awaiting placenent to
a long-termcare facility. [Eff 11/13/95;
am 01/ 29/ 96 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-54 Provider participation requirenents
for acute care facilities. nedicaid rel nbursenment for
acute care services shall be limted to those
facilities which have:

(1) Applied to and been approved by the

departnent of nedicaid participation;
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(2) Received certification or recertification
fromthe state departnent of health under
federal standards in force;

(3) Been licensed by the state departnment of
heal t h; and

(4) Entered into a nontransferable provider
agreenent with the departnent for no nore
than twel ve nonths coterm nous with the state
departnment of health's certification period.
[Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-55 Paynent for acute care services -
general provisions. (a) The Hawaii nedi caid program
shall reinburse qualified providers for inpatient
institutional services based solely on the prospective
paynment rates devel oped for each facility as determ ned
in accordance with this subchapter. The estinated
aver age proposed paynent rate under this subchapter is
reasonably expected to pay no nore in the aggregate for
i npati ent hospital services than the anmount that the
departnent reasonably estimtes would be paid for those
servi ces under Medicare principles of reinbursenent.

(b) A hospital-specific retrospective settl enent
adj ustment shall be made for those providers whose
medi cai d charges are | ess than nedicaid paynents on the
cost report and do not qualify as nom nal charge
provi ders under Medicare principles of reinbursenent.

(c) Prospective rates shall be derived from
historical fOacility costs, and facilities shall be
cl assified based on di scharge vol une and participation
in an approved intern and resident teaching program

(d) Providers which average fewer than 250
medi cai d di scharges per year shall be classified as
classification | facilities and shall receive paynent
based on either an all-inclusive psychiatric services
per diemrate or an all-inclusive nonpsychiatric
services per diemrate, which includes an adjustnent
for capital, disproportionate share, and nedi cal
education and, for proprietary facilities, return on
equity and gross excise tax.

(e) Providers which average two hundred fifty
medi cai d di scharges or nore per year shall be separated
into two facility classifications (classifications |

and Il1) and shall receive paynent based upon the type
of services required by the patient. Psychiatric
services will be paid on the basis of an all-inclusive
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per diemrate. Nonpsychiatric clains will be
designated as requiring either surgical, nedical, or
maternity care and wll be paid on the basis of a
routine per diemrate for the service type plus an
ancillary per discharge rate for the service type. The
per di em and per discharge rates shall include
adjustnents for capital, nedical education,

di sproportionate share, and for proprietary facilities,
return on equity and gross excise tax.

(f) The freestanding rehabilitation hospital
shal |l be excluded fromclassifications |, Il, and |11
and shall receive paynent based on either an all-

i nclusive psychiatric services per diemrate or an all-
i ncl usi ve nonpsychiatric services per diemrate, wth
t he sane adjustnents noted above.

g Clainms for paynent shall be submtted
foll ow ng discharge of a patient, except as foll ows:

(1) dains for nonpsychiatric inpatient stays
whi ch exceed $35, 000 shall be submitted in
accordance with section 17-1739-72;

(2) If a patient is hospitalized in the
freestanding rehabilitation hospital for nore
than thirty days, the facility may submt an
interimclaimfor paynent every thirty days
until discharge. The final claimfor paynment
shal | cover services rendered on all those
days not previously included in an interim
claim

(h) The prospective paynent rates shall be paid
in full for each nedicaid discharge. Hospitals may not
separately bill the patient or the nedicaid programfor
medi cal services rendered during an inpatient stay,
except for outlier paynents and as provided in section
17-1739- 56 bel ow.

(1) At the point that a patient reaches outlier
status, the facility is eligible for interimpaynents
conput ed pursuant to section 17-1739-72.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-56 Services included in the prospective
paynent rate. The prospective paynent rate shal
Include all services provided in an acute inpatient
setting except:

(1) Professional conponent including physician

services or any other professional fees
excl uded under Part A Medi care;

17-1739-63



§17-1739-56

(2) Anbul ance; and

(3) Durable nedical equipnment that is a take hone
item except for inplanted devices.
[ Ef f 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447. 252)

817-1739-57 Preparation of data for prospective
paynment rate calculation. (a) The calculation of
prospective paynent rates shall be based on
facility-specific clainms and cost data. Cost data
shall be abstracted at the time the rate cal cul ation
begins fromfinally-settled uniformcost reports
submtted to the departnent by each participating
provi der in accordance with federal nedicaid
requi renents. Except for the disproportionate share
adj ustnent, the cost report used for each facility
shall be the facility's report which ended during the
state fiscal year selected as the base year. For the
first year of the prospective paynent system cost data
shal |l be abstracted fromthe nmedicaid target anount
conputation (TAC) cost report. This cost report
i ncorporates the adjustnments made solely for the
pur pose of target anount determnation in addition to
adj ustnments nmade for final settlenent. Supplenenta
cost reporting fornms submtted by providers shall be
used as necessary. Cains data shall be derived from
clainms submtted by participating providers for
medi cai d rei nbursenent. For the initial calculation of
base year rates, clainms from 1982 and 1983 facility
fiscal years paid by Decenber 31, 1984 shall be
consi dered base year claimdata. For subsequent
calculation of rates by reference to a new base year,
the | atest available clains data for a two fiscal year
period shall be used. Cdains that are paid by Decenber
31 of the year followng the year in which the | ast
fiscal year included in the data collection effort ends
shall be considered as paid in the fiscal year when the
servi ce was rendered.

(b) Additional cost data supplied by
participating providers shall be utilized to update
cost data only as specified in this subchapter. For
subsequent cal cul ation of rates by reference to a new
base year, providers will be given an opportunity to
submt cost data simlar in nature to that included in
the TAC cost reports, excluding capital related costs.

(c) An inflation factor shall be based on the
| atest avail able actual (or estimated if actual is not
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avai l abl e) national index for acute care facilities
prepared by Data Resources, Inc. This factor shal
project the change in the cost of delivering inpatient
hospital services fromone year to the next. The
inflation factor shall be published annually by the
departnent. [Eff 11/13/95 ] (Auth: HRS 8§346-
59) (Inp: 42 C.F.R 8447.252)

817-1739-58 Cassification of acute inpatient
facilities. (a) For purposes of establishing
prospective paynent rates, acute inpatient facilities
shall be classified into the followng four nutually
excl usi ve groups:

(1) dassification | - facilities averaging |ess
than two hundred fifty nedi caid di scharges
per year;

(2) dassification Il - facilities averaging

two hundred fifty nedicaid discharges per
year or nore, which do not participate in
approved intern and resident teaching

pr ogr amns;

(3) dassification Ill - facilities averagi ng
two hundred fifty nmedicaid discharges per
year or nore, which participate in approved
intern and resident teaching prograns; and

(4) dassification IV - The freestanding
rehabilitation hospital.

(b) If a facility changes classification in
accordance with the definitions in subsection (a),
rates established under this subchapter shall continue
to apply until the department recal cul ates the rates
usi ng new base year data. Facility classification
changes shall only be recognized at the tinme of such
rebasing. A facility that adds an approved intern and
resi dent teaching program however, may seek rate
reconsi deration under section 17-1739-78(a)(3).

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)

817-1739-59 Service category designations.
Services provided by acute inpatient facilities shal
be classified into four nmutual ly exclusive service
cat egori es:

(1) WMaternity - an inpatient stay which results

in a delivery with a maternity principal or
secondary di agnosi s code;
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(2) Surgical - an inpatient stay with the
foll ow ng characteristics:
(A) The claimhas not been classified as a
maternity claim
(B) The claimincludes a surgical code that
is considered to be an operating room
procedure in the |atest and nost current
version of the International
Cl assification of D seases, 9th
Revi sion, dinical Mdification (ICD 9-
CcM; and
(© The claimincludes either:
(i) A surgical date; or
(1i) An operating room charge.
(3) Psychiatric - an inpatient stay with a
psychiatric primary diagnosis code and with
no operating room charge; or

(4) Medical - an inpatient stay not classified
into one of the above three service
categories. [Eff 11/13/95 ]  (Auth:

HRS §346-59) (Inp: 42 C.F.R 8§447.252)

817-1739-60 Prospective paynent rate.
Prospective paynent rates to inpatient hospitals
provi ding acute care services in accordance with
sections 17-1737-3 and 17-1737-4 shall be established
in accordance with the nethodol ogy set forth in this
subchapter. [Eff 11/13/95 ] (Auth: HRS 8§346-
59) (Inmp: 42 C F. R 8447.252)

817-1739-61 Preparation of data for calcul ation
of base year prospective paynent rates. (a) The
departnent shall prepare data for the cal cul ati on of
base year rates using the follow ng general
met hodol ogy.

(b) Base year claimcharge data shall be prepared
in order to establish charge ratios used in the paynent
cal cul ati on:

(1) daimcharge data for all Medicare cross-over

clainms shall be considered based on dates of
di scharge which correspond to each facility's
fiscal year end;

(2) If nore than one year of claimcharge data is
used, the charges reflected on the earlier
year's clains data shall be inflated to the
period covered by the nbost recent year's
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(7)

(c)

§17-1739-61

clainms data in accordance with section
17-1739-57(c);

Clainms shall be edited and properly

cl assifi ed;

Cl ai m charge data including charge anounts,
days of care, and nunber of discharges, shal
be classified into the four service
categories identified in section 17-1739-59.
Conmbi ned clainms for the delivery of a norma
newborn shall be counted as one discharge in
t he cal cul ation process. Cains for newborns
described in section 17-1739-66(a)(5) shal
be classified into the appropriate service

cat egory;
Cl aimcharge data for surgical, maternity,
and nedical clains in classifications Il and

1l facilities shall be segregated into

routi ne, special care, and ancillary service
charges. Nursery charges shall be included
in the routine charges;

Cl aimcharge data shall be adjusted in the
case of classifications Il and Ill facilities
to del ete nonpsychiatric ancillary claim
charges associated with clainms in excess of
$35, 000; and

Cl aimcharge data shall be adjusted to delete
ancillary charges for wait |isted patients.
Cost report data including costs, days, and

di scharges, shall be extracted from base year cost
reports and shall be prepared in order to determ ne
medi cai d all owabl e inpatient facility costs:

(1)

(2)

Costs of services excluded under section
17-1739-56 shall be deleted fromcosts for
pur poses of the prospective rate cal cul ation.
This process shall involve identifying itens
pertaining to the excluded services and
subtracting these costs fromthe cost report
dat a;

Costs in excess of federal Medicare cost

rei mbursenment limtations shall be del eted
fromcosts for purposes of the prospective
rate cal cul ation. Costs which are not

ot herwi se specifically addressed in this
subchapter shall be included in a base year
if they conply with HCFA publication nunber
H M 15 standards. Capital costs associ ated
with the re-valuation of assets for any
reason or due to a change in ownership,
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(3)

(4)

(5)

(6)

(7)

(8)

operator, or |easehol der where such re-

val uation occurred after July 18, 1984 shal
be identified and excluded. Costs in excess
of charges shall not be deleted fromcosts
for the purpose of the prospective rate

cal cul ati on;

Al l owabl e nmedicaid inpatient facility costs
shal |l be determ ned separately for routine
and ancillary costs. Nursery costs shall be
conbined with other routine costs and
reclassified into the routine service
conponent ;

The nedicaid inpatient portion of mal practice
costs shall be determ ned by nultiplying the
ratio of nedicaid inpatient costs to tota
costs by the facility's total mal practice
costs. This anount shall be added to

al l omabl e nedicaid inpatient facility costs;
To recogni ze cost differences due to varying
fiscal year ends and annual inflationary

i ncreases, allowable nedicaid inpatient
facility costs shall be standardi zed and
inflated as described in section 17-1739-68;
Capital, nedical education, and for
proprietary facilities, return on equity and
gross excise tax amounts shall be deleted
fromallowabl e nedicaid inpatient facility
costs and shall be reinbursed in accordance
Wi th section 17-1739-65;

Except as provided in section 17-1739-59,
services provided to patients during an

i npatient stay but billed by a provider other
than the inpatient facility shall be added to
al l owabl e nedicaid inpatient facility costs.
To obtain the estinmated anount, the
departnent shall survey facilities and accept
reasonabl e estimates of such services; and

In conmputing the nonpsychiatric ancillary per
di scharge rates, the total ancillary costs
and di scharges associ ated with nonpsychiatric
outlier clains and ancillary costs associ at ed
with wait listed patients shall be deleted
fromallowabl e nedicaid inpatient facility
costs and di scharges based on the claim
charge ratios identified in subsection (b)
above. Routine costs and days related to the
outlier clains shall be included in inpatient
costs and days extracted fromthe cost
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reports and used in conputation of the
prospective paynent rates. Routine costs and
days related to wait |listed patients shal

not be extracted fromthe cost reports and
shal | be excluded fromthe conputation of the
inpatient rates. [Eff 11/13/95 ]

(Auth: HRS 8346-59) (Inp: 42 CFR

8447. 252)

817-1739-62 Cal cul ati on of base prospective rates
for psychiatric services. (a) A base per diemrate

for acute psychiatric inpatient services shall be
established for all inpatient facilities using the
foll ow ng general nethodol ogy:

(1)

(2)

(3)

(4)

(b)

Deduct the capital related costs allocated to
psychiatric services on the base year cost
report;

Establish facility-specific ratios fromclaim
charge data for psychiatric routine, special
care, and ancillary charges and days to total
routine, special care, and ancillary charges
and days;

Multiply the ratios in paragraph (2) by total
medi cai d i npatient costs excluding capital

rel ated cost, and days for routine, special
care, and ancillary services to achieve total
psychiatric routine, special care, and
ancillary nmedicaid inpatient costs and days
as derived fromthe cost report; and

Total the resulting psychiatric costs and
days for routine, special care, and ancillary
services and achieve a facility-specific

aver age nedi caid psychiatric cost per day by
dividing total psychiatric nmedicaid inpatient
costs by total psychiatric inpatient nedicaid
days.

A psychiatric per diemrate ceiling which

applies to all facilities statew de shall be cal cul at ed
in the follow ng manner:

(1)

(2)

(3)

Total the costs, excluding capital related
costs, and days for all psychiatric services
for all facilities, as identified in
subsection (a);

Divide the total psychiatric inpatient costs
cal cul ated in paragraph (1) by total
psychiatric inpatient days; and

Mul tiply the result of paragraph (2) by the
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statew de psychiatric ceiling factor (one
hundred fifteen per cent) published annually
by the departnent. This result shall be the
st atewi de base year per diemrate ceiling for
psychi atric services.

(c) The prospective paynent rate for psychiatric
services for all facilities shall equal the |esser of
either the facility-specific per diemrate or the
per diemrate ceiling for inpatient psychiatric
services. [Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-63 Cal cul ati on of base year prospective
rates for classification I - nonpsychiatric services.
(a) A base per diemrate for nonpsychiatric services
for classification | facilities shall be established
using the foll ow ng general nethodol ogy:

(1) Deduct the capital related costs allocated to
non- psychiatric services on the base year
cost report;

(2) Calculate nonpsychiatric inpatient nedicaid
facility costs and days for all facilities in
classification | by subtracting the
facility's psychiatric costs and days for
routi ne, special care, and ancillary services
as specified in section 17-1739-62 fromthe
facility's total allowable nedicaid inpatient
costs and days for routine, special care, and
ancillary services as derived fromthe cost
report and as cal culated in section
17-1739-61; and

(3) Total the resulting costs, excluding capital
related costs, and days for routine, special
care, and ancillary services and achi eve a
facility-specific nmedicaid inpatient
nonpsychi atric cost per day by dividing total
nonpsychi atric medi caid costs by total
nonpsychi atric inpatient nedicaid days.

(b) The classification | per diemrate ceiling
for nonpsychiatric services shall be cal cul ated as
fol | ows:

(1) Total the costs, excluding capital related
costs, and days for all nonpsychiatric
services for all facilities in classification
|, as identified in subsection (a);

(2) Divide total nonpsychiatric inpatient costs
cal cul ated in paragraph (1) by total
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nonpsychi atric inpatient days for al
facilities in classification |I; and
(3) Miltiply the result of paragraph (2) by the
nonpsychiatric classification | ceiling
factor (one hundred twenty per cent)
publ i shed annually by the departnment. This
result shall be the classification | per diem
rate ceiling for nonpsychiatric facilities.
(c) The prospective paynent rate for
classification | facilities shall equal the |esser of
either the facility-specific per diemrates or the
classification | per diemrate ceiling for
nonpsychiatric inpatient services.
[Eff 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-64 Cal cul ati on of base prospective rates
for classifications Il and Ill - nonpsychiatric
services. (a) The facility-specific prospective
paynent base rates for nonpsychiatric services rendered
in facilities in classifications Il and Ill shall be
conprised of two separately established rate
conponents, one per diemrate for routine services and
one per discharge rate for ancillary services.

(b) The facility-specific base routine per diem
and per discharge ancillary rate for nonpsychiatric
services for each service category (maternity,
surgi cal, and nedical) shall be established using the
fol | ow ng general nethodol ogy:

(1) Deduct the capital related costs allocated to

nonpsychiatric services and ancillaries on
t he base year cost report;

(2) Determne separately for each service
category the ratio of nonpsychiatric claim
charges, days, and discharges to total claim
charges, days, and di scharges associated with
routine, special care, and ancillary
conponent s;

(3) Miltiply the ratios determ ned in paragraph
(2) by total nedicaid inpatient days,

di scharges and costs, excluding capital
rel ated costs;

(4) Determne the routine per diemcosts for each
service category by dividing the sum of
routi ne and speci al care costs, excluding
capital related costs, by the sumof routine

17-1739-71



§17-1739- 64

and special care days as derived fromthe
cost report; and

(5) Determne the facility ancillary cost per
di scharge for each service category by
dividing the ancillary service costs,
excluding capital related costs, by the
di scharges as derived fromthe cost report.

(c) The base year per diemrate conponent ceiling
shal |l be cal cul ated for each nonpsychiatric service
category for all facilities in classifications Il and
11 as foll ows:

(1) For all facilities wwthin a classification,
total for each service category the routine
costs, excluding capital related costs, and
days identified in subsection (b);

(2) Divide total costs cal culated in paragraph
(1) for each service category by total
patient days;

(3) Miltiply the result of paragraph (2) for each
facility classification by the nonpsychiatric
classification Il and IIl ceiling factor (one
hundred twenty per cent) published annually
by the departnent; and

(4) The result shall be the per diemrate
conponent ceiling for nonpsychiatric services
for each service category within each
facility classification.

(d) Afacility's prospective paynent rate
conponent for routine services for each nonpsychiatric
service category shall equal the | esser of either the
facility-specific base rate conponent or the per diem
rate ceiling for the appropriate facility
cl assification.

(e) The ancillary services per discharge rate
conponent ceiling shall be established separately for
each service category in the foll ow ng manner

(1) For all facilities wwthin a classification,
total the ancillary costs, excluding capital
rel ated costs, and discharges wthin each
nonpsychi atric service category;

(2) Divide the total costs calculated in
paragraph (1) by total discharges for each
servi ce category;

(3) Miltiply the result of paragraph (2) for each
facility classification by the nonpsychiatric
classification Il and Ill ceiling factor (one
hundred twenty per cent) published annually
by the departnent; and
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(4) The result shall be the ancillary rate
conponent ceiling for nonpsychiatric services
for each nonpsychiatric service category
within each facility classification.

(f) A facility's prospective per discharge base
paynent rate conponent for ancillary services for each
nonpsychi atric service category shall equal the |esser
of either the facility-specific per discharge base rate
or the per discharge rate ceiling for the appropriate
facility classification. [Eff 11/13/95 ]  (Auth:
HRS 8346-59) (Inmp: 42 C. F.R 8447.252)

817-1739-65 Addition of facility-specific

factors. (a) A facility' s paynent rates as determ ned
above shall be adjusted for facility-specific factors,
i ncludi ng capital, nedical education, disproportionate
share, and for proprietary facilities, return on equity
and gross excise tax. Adjustnents shall be cal cul ated
using the foll ow ng general nethodol ogy.

(b) The interimcapital adjustnents shall be
determ ned according to the general procedures that are
used to reinburse providers for capital costs under
Medi care, except that capital related costs shall be
reduced by ten per cent. At the option of the
departnment, the follow ng procedure may be utilized:

(1) Each facility shall identify its capital

rel ated costs associated with providing acute
care services. |If a facility provides both
acute and distinct part long termcare
services, then only the capital related costs
associated wth acute care shall be

i dentified;

(2) Each facility shall submt an estimate of its
al l owabl e capital related costs and projected
medi caid utilization for each PPS rate year.
The projected nedicaid utilization shall be
based upon the ratio of nmedicaid patient days
to total patient days;

(3) The departnent shall review the estimtes for
reasonabl eness and determ ne an anount of
projected all owable capital related costs for
each facility;

(4) For FY June 30, 1988, the projected all owable
capital related costs shall be reduced by
seven per cent. For all subsequent PPS
fiscal years, the projected anount shall be
reduced by ten per cent;
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(5) After the appropriate reduction, the
projected allowable capital related costs
shal | be divided by twelve;

(6) The product of the foregoing conputation
shall, at the departnment's option, be
multiplied either by the facility's projected
medi caid utilization rate or by the
facility's actual nedicaid utilization (based
upon the ratio of nedicaid patient days to
total patient days) reflected in the nost
recently filed cost report; and

(7) The net result shall constitute the interim
capital conponent of the facility's PPS rate,
whi ch shall be paid on a nonthly basis
t hroughout the fiscal year.

(c) The final capital adjustnment shall be

determ ned as foll ows:

(1) After the end of the fiscal year, the
departnent shall adjust and settle the
capital related costs of each facility based
upon information reflected in the finally
settled cost reports that cover the fisca
year under review,

(2) Capital related costs shall followthe
Medi care PPS capital pass through net hodol ogy
in 42 CF.R Part 413, Subpart G as of
Cctober 1, 1987 except the percentage
reduction applied to actual costs shall be
seven per cent for the fiscal year ending
June 30, 1988, and ten per cent for every
year thereafter; and

(3) A provider may appeal the departnent's final
settlenment of capital related costs in
accordance wth the procedural requirenments
of chapter 17-1736. The departnent may
settle tentatively on the capital related
costs.

(d) For proprietary facilities, a return on
equity factor, which represents a hospital's percentage
of return on equity received in the base year under
Medi care cost reinbursenent principles, and gross
excise tax factor, which represents gross excise tax
paid on receipts in the base year, shall be determ ned
as follows:

(1) Divide the total allowed nedicaid inpatient
return on equity and gross excise tax anounts
separately by all owed nedicaid inpatient
total costs; and
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(2) The result shall be added to 1.00 to obtain
the return on equity and gross excise tax
adj ustment factors, respectively.

(e) For facilities which participate in an
approved teaching program a nedical education factor
shall be determ ned as foll ows:

(1) Divide allowed nedicaid inpatient nedical

education costs by total allowed nedicaid
i npatient total costs;

(2) The result shall be added to 1.00 to obtain
t he nmedi cal education adjustnent factor; and

(3) For new providers, the nedical education
factor shall be determ ned as part of the
rate reconsi deration process as authorized in
section 17-1739-78(a)(3).

(f) Disproportionate share providers shal
recei ve the di sproportionate share adjustnent factor.
(Refer to section 17-1739-53, Definitions.)

(g) The facility-specific adjustnent factors for
return on equity, gross excise tax, disproportionate
share, and nedi cal education shall be nultiplied by the
facility's base prospective per diem and per discharge
rates. [Eff 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447. 252)

817-1739-66 Final prospective paynent
calculation. (a) Based on the prospective paynent
rates as adjusted in section 17-1739-65, and infl ated
in section 17-1739-68, a facility's paynent for each
inpatient stay in each classification shall be
cal cul ated as foll ows:

(1) For psychiatric discharges, nmultiply the

per diemrate for a psychiatric discharge by
t he nunber of days of the psychiatric
inpatient stay. The result shall be the
paynment for a psychiatric discharge;

(2) For nonpsychiatric service discharges in
classification | facilities, multiply the
per diemrate for the discharge by the nunber
of days of the inpatient stay. The result
shal |l be the paynent for a nonpsychiatric
servi ce di scharge;

(3) For surgical, maternity, and nedi cal service
di scharges in classification Il and 11
facilities, calculate the prospective paynent
for each facility as follows:
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(A Miltiply the per diemrate conponent for
t he appropriate nonpsychiatric inpatient
service category by the nunber of days
of care for each service category for
t he inpatient discharge;

(B) Add the ancillary rate per discharge for
t he appropriate service category; and

(C© The result shall be the paynent for each
nonpsychi atric service discharge.

(4) If a woman delivers a child, then paynent for

t he not her and baby shall be nmade separately.

A per diem paynent shall be nade separately

for care delivered to a normal newborn based

on the costs and days associated with nursery
care; and

(5 The followi ng situations shall not be

considered as constituting care that is

delivered to a normal newborn, and shall be
rei nbursed as indicat ed:

(A If it is nedically necessary for the
baby to remain in the hospital nore than
six days following birth (including the
bi rthday), then the paynent shall be
determ ned separately based on the sane
criteria as any other discharge;

(B) If the claimformfor services delivered
to the newborn indicates an intensive
care unit revenue code, then the paynent
for a nedical case shall be made; or

(© If both of the follow ng requirenments
are net:

(i) The claimformreflects information
that would result in the claim
bei ng characterized as a surgica
case under section 17-1739-59(2);
and

(ii) The newborn remains in the hospital
for nore than three days; then the
paynment for a surgical case shal
be nmade.

(b) Paynment shall be nade under the prospective
paynent rate based on the date of discharge, except as
provided in sections 17-1739-55(g) and 17-1739-71

(c) Capital related costs shall be reinbursed as
defined in section 17-1739-65(b).

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)
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817-1739-67 Special prospective paynent rate
considerations. (a) For a facility wth insufficient
observations (less than five clains) in a given service
category, the prospective paynent rate shall be
cal cul ated using the wei ghted average for the
applicabl e service category for the facility's
cl assification.

(b) Prospective paynent rates for classification
|V, the freestanding rehabilitation hospital, shall be
calculated in the foll ow ng manner:

(1) Facility-specific claimcharge data shall be

prepared in accordance with section 17-1739-
61;

(2) A facility-specific per diembase rate for
psychiatric services shall be calculated in
accordance with section 17-1739-62;

(3) A facility-specific per diembase rate for
nonpsychi atric services shall be cal cul ated
by dividing total nonpsychiatric costs,
excluding capital related costs for the
hospi tal by nonpsychiatric nmedicaid inpatient
days; and

(4) The facility-specific factors shall be
conputed or reinbursed as defined in section
17-1739-65. [Eff 11/13/95 ] (Auth:
HRS 8346-59) (Inmp: 42 C.F.R 8447.252)

817-1739-68 Adjustnent to base year costs for
inflation. (a) Cost increases due to varying fiscal
year ends and inflation shall be recognized for
pur poses of establishing prospective paynent rates in
accordance wth the foll ow ng general nethodol ogy.

(b) Base year facility-specific costs shall be
standardi zed to renove the effects caused by varying
fiscal year ends of the facility. This shall be
acconplished by dividing the inflation factor for the
base year, as determ ned in accordance with section
17-1739-57 by twelve and multiplying this result by the
nunber of nonths between the hospital's base year
fiscal year end and June 30 of each year. This result
shall be added to 1.00 to yield an inflation adjustnent
or which shall then be nultiplied by the facility-
speci fic costs.

(c) Cost increases due to inflation which
occurred fromthe base year shall utilize the inflation
factor specified in section 17-1739-57(c):
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(1) For years during which the departnent does
not recalculate the rates by reference to a
new base year, cost increases due to
inflation for state fiscal years 1987 and
beyond shall be recognized by nmultiplying the
prospective paynent rate (excluding rate
reconsideration relief) in effect on June 30
of the fiscal year by one plus the inflation
factor for the followng fiscal year. To
insure the prospective nature of the PPS, the
inflation factor shall not be retroactively
adj usted nor nodified except as noted bel ow,
(2) For each year in which the departnment does
recal culate the rates by reference to a new
base year, cost increases due to inflation
shal | be recogni zed by nmultiplying the base
year rates by one plus the inflation factor
for each subsequent year, using the nost
current and accurate inflation data then
avai l abl e from Data Resources, Inc. (DRl).
To insure the prospective nature of the PPS,
that data shall not be retroactively adjusted
nor nodified; and
(3) For years in which the departnent does not
recal culate the rates by reference to a new
base year and in which the inflation factor
for the prior year was reduced pursuant to
subsection (d), then the average rates for
the prior fiscal year shall be deened to be
the rates in effect on June 30.
(d) Absent circunstances beyond the control of
t he departnent, before the expiration of six nmonths in
each fiscal year the departnent shall determ ne whether
t he aggregate amount of rei nbursenent for that state
fiscal year is projected to exceed the anount that
woul d be paid for the sane services under Mdicare
principles of reinbursenment. |n making that
determ nation, the departnent shall exclude suns paid
pursuant to section 17-1739-77(c) or any exception to
or exenption fromthe inpatient operating cost limts
as defined pursuant to 42 C.F. R Part 413. |In nmaking
its determ nation, the departnent shall use the nost
current information available, including the nost
recent cost reports filed by the facilities. If the
proj ect ed aggregate anmount of reinbursenent is
reasonably anticipated to exceed the anmount that woul d
be paid under Medicare principles of reinbursenent,
then the departnment shall reduce the inflation factor
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used to calculate the rates for the remainder of the
fiscal year so that the aggregate paynents for the
entire fiscal year (excluding the disproportionate
share adjustnents) are reasonably projected to be no
nmore than that which would be paid under Medicare
principles of reinbursenment. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-69 Treatnent of new facilities. (a)
Rates for new providers shall be calculated by a
separate nethod. A new provider shall receive the
statew de wei ghted average paynent rates for its
classification tinmes the follow ng new provider
adj ust nent factor:

(1) First Operating Year - one hundred fifty per

cent;

(2) Second Qperating Year - one hundred forty per
cent;

(3) Third Operating Year - one hundred thirty per
cent; and

(4) Fourth Operating Year and thereafter one
hundred twenty five per cent;

(5 If afacility's operating year does not
coincide wwth the PPS fiscal year, then the
new provider's rates shall be prorated based
on the PPS fiscal year. For exanple, a new
provi der that begins its first operating year
on January 1 would receive one hundred
forty-five per cent of the statew de wei ghted
average paynent rates for its classification
for the entire PPS fiscal year that begins on
the imedi ately follow ng July 1.

(b) Capital related costs shall be reinbursed as

defined in section 17-1739-65(b) and (c).

(c) For new providers that are proprietary
facilities, the PPS rates shall also be adjusted by
return on equity and gross excise tax factors. Those
factors shall be based on projected costs and receipts
and cal cul ated as defined in section 17-1739-65(d).

(d) A new provider may seek rate reconsideration
under section 17-1739-78(a)(3) if it adds an approved
intern and resident teaching program A new provider
is also eligible for the disproportionate share
adjustnment if it neets the qualifications defined in
this subchapter

(e) A new provider shall have its PPS rates
determ ned under this section until it no | onger neets
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the definition of a new provider. Thereafter, its PPS

rates shall be based on its base year cost report |ike

all other providers. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C. F. R 8447.252)

817-1739-70 Paynent for transfers. (a) A
hospital inpatient shall be considered "transferred"
when the patient has been noved from one acute
inpatient facility to another acute inpatient facility.

(b) A hospital which receives a transfer and
subsequent |y di scharges that individual shall be

consi dered the discharging hospital. Al other
hospitals which adm tted and subsequently transferred
the patient during a single spell of illness shall be

considered transferring hospitals.

(c) The service category into which the patient
falls at the time of transfer or discharge shall be
consi dered the appropriate service category for
pur poses of paynent to that facility.

(d) If aclassification | facility or the
freestanding rehabilitation hospital transfers an
inpatient to another classification | facility or the
freestanding rehabilitation hospital, both facilities
shal|l receive the per diemrates calculated in section
17-1739- 66.

(e) If aclassification | facility or the
freestanding rehabilitation hospital transfers an
inpatient to a classification Il or Il facility, the
classification | facility shall receive the per diem
rate calculated in section 17-1739-66, and the
classification Il or Ill facility shall receive the
full per diemand ancillary reinbursenent rate to which
it is entitled under section 17-1739-66.

(f) If aclassification Il or Ill facility
transfers an inpatient to another acute inpatient
facility, paynment shall be as foll ows:

(1) In nonpsychiatric cases where nedical
necessity requires that the patient remain in
the transferring hospital three or nore days
or that the patient be cared for in the
i ntensive care or coronary care units, the
transferring classification Il or |11
facility shall receive the full per diemrate
for routine care and the full ancillary
di scharge rate for the appropriate service
category, as calculated in accordance with
section 17-1739-66;

17-1739-80



8§17-1739-71

(2) For nonpsychiatric cases of |ess than three
days and not involving intensive care,
paynment to a transferring classification |
or Il facility shall be the facility-
specific per diemrate for routine care and
thirty per cent of the ancillary discharge
rate for the appropriate service category,
as calculated in accordance with section

17-1739- 66;
(3) For nonpsychiatric services, paynent to a
di scharging classification Il or 11l facility

shall be the full prospective paynent rates
calculated in section 17-1739-66;

(4) For nonpsychiatric services, paynent to a
di scharging classification | facility or the
freestanding rehabilitation facility shall be
determ ned by nultiplying the nunber of days
of stay in the discharging facility by the
per diemcalculated in section 17-1739-66;
and

(5) For psychiatric services, paynent to any

transferring or discharging facility shall be
determ ned by nultiplying the nunber of days
of stay by the per diemcal culated in section
17-1739- 66.

g Transfers shall be subject to utilization
review, and the departnment or its utilization review
agent may deny full or partial paynent to the
transferring facility if it is determned that the
transferring facility was able to provide all required
care or that a patient was held three days or nore or
pl aced in intensive care when it was not nedically
necessary.

(h) For the purpose of determ ning capital
related costs associated with transfers, all days and
charges associated with services rendered by each
facility to the transferred patient shall be included
in that facility's conputation. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-71 Paynent for readnm ssion. (a)
Readm ssions to the sane facility within twenty four
hours of discharge for the sane spell of illness and
for the same general diagnosis as the original
adm ssion shall be considered to be the same adm ssion
and shall be billed as a single stay. The departnent
may deny full or partial paynent for the original
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i npatient stay or the subsequent readm ssion if it is
determ ned that the facility could have provided al
required services during the original inpatient stay.
This section shall not apply in cases where a patient
| eaves the hospital against nedical advice.

(b) Readm ssion to the sane facility within
thirty days of a previous discharge for a simlar
di agnosi s shall be subject to utilization review. The
departnment may deny full or partial paynent for the
original stay or the subsequent readm ssion if it is
determ ned that the facility could have provi ded al
required services during the original stay. This
section shall not apply in cases where a patient |eaves
t he hospital against nedical advice. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-72 Paynent for nonpsychiatric cases
whi ch exceed $35,000. [If charges for nonpsychiatric
services rendered to a patient during an inpatient stay
are in excess of $35,000, billing and paynent for this
stay shall be as follows:

(1) For classification | facilities and the
freestanding rehabilitation hospital, paynent
shal |l be nmade at applicable per diemrates
for the full inpatient stay;

(2) For classification Il and Il facilities:

(A) An initial interimbill shall be
subm tted covering the period fromthe
adm ssion date through the date the
charge for the case reaches $35, 000.
Paynent for this interimbill shall be
the classification per diemrate for the
service category nultiplied by the
nunmber of days covered by the bill plus
the full appropriate ancillary rate as
calculated in section 17-1739-68; and

(B) Sixty days after a patient reaches
outlier status, nonthly thereafter, and
upon di scharge, a facility shall bill
the departnment for charges in excess of
the outlier threshold. The facility
shal | al so docunent to the departnent's
reasonabl e sati sfaction the nedical
necessity for the days of care and
services rendered. The departnent shal
pay such bills that are appropriately
docunent ed and properly wthin the scope
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of the acute care nedicaid program no
| ess than quarterly. The departnent
shall pay for the full per diem and
ei ghty per cent of the ancillary
charges, excluding amounts included in
conputing the outlier threshold; and
(3) For the purpose of determ ning capital
rel ated costs associated with outlier cases,
the full amount of charges shall be included
in the facility's conputation.
[ Ef f 11/13/95 ] (Auth: HRS 8346-59)
(Imp: 42 C.F.R 8447.252)

817-1739-73 Wit listed reinbursenents. (a)
Paynments for wait listed patients shall reflect the
| evel of care required by the patient. The facility
shall receive a routine per diemfor each day that a
wait listed patient remains in the acute care part of
the facility. Room and board wait listed rates are to
be determ ned based upon the statew de wei ghted average
costs of providing either SNF or | CF services by
distinct part facilities per the nedicaid | ong-term
care prospective paynent rate calculations with the
foll ow ng exceptions:

The wait listed rates cannot exceed the
facility's own distinct part SNF or |ICF
prospective paynent rates;

(2) Afacility with a distinct part SNF, but no

| CF, would have an ICF wait |isted rate based
on the statew de wei ghted average but not to
exceed the facility's distinct SNF
prospective paynent rate; and

(3) In no case will any relief granted under rate

reconsi deration be used to adjust the wait
listed rates.

(b) Wit listed rates shall be annually adjusted
by the sane inflation factors as the |long-termcare PPS
rates.

(c) The rate for wait listed long-termcare
patients in acute care beds does not include ancillary
servi ces except for medical supplies and mai nt enance
t herapy. These excluded ancillary services nust
therefore be billed separately. Reinbursenents will be
consistent wwth the ancillary rates paid to long term
care facilities. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C F.R 8447.252)
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817-1739-74 Paynent for services rendered to
patients with other health insurance. nedicaid is a
secondary payor. In no case shall nedicaid pay a sum
when considered in conjunction with paynents from al
ot her sources (including the patient's cost share and
Medi care), that exceeds the anmpbunt that would have been
paid if no other source of reinbursenent existed.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (Inp: 42
C.F. R 8447.252)

817-1739-75 Limtations on acute care facility
paynent. (a) Calculation of the prospective paynent
rate shall not be affected by a public provider's
i nposition of nom nal charges in accordance with
federal regulations. However, for providers whose
charges are |l ess than costs on the nost recently filed
cost report and who do not qualify as a nom nal charge
provi der, the prospective rate shall be reduced during
the interimuntil the applicable cost report is filed
and a settlenent adjustnent is nade. The interim
reduction shall be in proportion to the ratio of costs
to charges on the nost recent filed cost report.
Updat ed data and charge structures may be provided to
the departnent's fiscal internmediary if the provider
believes that its rate structure has changed
significantly since the nost recent filed cost report,
but the departnent wll be responsible for approving
the final interimrate reduction necessary to
approximate final settlenment as closely as possible.

(b) Paynment for out-of-state acute care facility
services shall be the nedicaid rate applicable in the
facility's state. If an out of state nmedicaid rate is
not avail able, the weighted average Hawaii nedicaid
rate applicable to services provided in conparable
Hawaii facilities shall be used.

(c) The departnent or its utilization review
agent may deny full or partial paynent if it is
determ ned that the adm ssion or transfer was not
medi cal | y necessary or the diagnosis or procedure code
was not correctly assigned, or the patient was retained
in the facility longer than necessary. The departnent
shal | recover anmounts due using the nost expedient

met hods possi bl e which shall include but not be limted
to of fsetting anobunts agai nst current paynents due
providers. [Eff 11/13/95 ] (Auth: HRS 8346-59)

(Inp: 42 C.F.R 8§447.252)
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817-1739-76 Adjustnents for costs under appeal.
A change in a facility's base year costs due to appeals
to the base year cost report that occur subsequent to
the effective date of these rules shall not result in
changes to the rate ceilings for the classification
group until the next recalculation of rates. The
facility-specific prospective paynent rate cal cul ated
under section 17-1739-66 shall be adjusted to reflect
t he appeal decision. Base year costs shall be adjusted
to reflect the appeal decision, and the
facility-specific prospective rate shall be
recal cul ated, effective the first day of the rate year,
based on the adjusted base year costs, as long as the
rate ceilings are not exceeded. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-77 Future redeterm nation of prospective
paynment rates. (a) In future years, prospective
paynent rates for acute care facilities shall be
established by trending forward the base year
prospective paynent rates by adjusting estinated to
actual s and applying the projected inflation factor, as
defined in section 17-1739-57, for the prospective
paynment year at the start of each fiscal year.

(b) Reinbursenment for capital related costs shal
be conmputed annually as defined in section
17-1739-65(b).

(c) The departnent shall recal culate the
prospective paynent rates periodically by reference to
a new base year. This recalcul ation shall be perforned
at | east once every five years, except under
extraordinary circunstances. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)

817-1739-78 Requests for rate reconsideration.
(a) Acute care providers shall have the right to
request a rate reconsideration if one of the follow ng
condi tions has occurred since the base year:

(1) Extraordinary circunstances including but not
limted to acts of God, changes in life and
safety code requirenents, changes in
l'icensure |aw, rules or regul ations,
significant changes in case mx or the nature
of service, or addition of new services
occurring subsequent to the base year. Mere
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inflation of costs, absent extraordinary
ci rcunst ances, shall not be a ground for rate
reconsi derati on;

(2) Reduction in nmedicaid average | ength of stay
within a facility which produced a decrease
in the average cost per discharge but an
increase in the average cost per day. This
paragraph shall not include reductions in
average length of stay resulting froma
change in case mx. The rate reconsideration
relief provided under this section shall be
the | esser of actual growh in the cost per
day since the base year or seventy-five per
cent of the reduction in the average cost per
di scharge (inflated) since the base year
di vided by the current average |ength of
stay. In no case shall the add-on exceed the
actual ancillary and room and board costs of
the facility; and

(3) The addition of an approved intern and
resi dent teaching program This is the only
circunstance that is eligible for arate
reconsi deration request by a new provider.

(b) A provider nmay also obtain a rate
reconsideration if it provides an atypically high
percent age of special care, determned as follows. In
order to obtain the relief, the provider nust neet each
of the tests and foll ow each of the procedures defined
bel ow.

(1) One or nore of the facility's per diemrates
is affected by the ceiling inits
classification for that type of service;

(2) The percentage of the facility's base year
medi cai d speci al care days over total base
year nedicaid days (excluding days that are
reported in the nursery cost center on the
cost report) is greater than one hundred
fifty per cent of the sanme average for al
other facilities inits classification. The
data to performthe conparison shall be
obt ai ned fromthe base year nedi caid cost
reports;

(3) The facility's average per diemcosts for
bot h general inpatient routine service and
speci al care, excluding capital related costs
and nedi cal education costs, are no greater
t han one hundred twenty per cent of the
wei ght ed average for all other facilities in
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the sane classification. The data to perform
the conparison shall be obtained fromthe
base year nedicaid cost reports;

(4) The provider nust analyze its base year costs
and vary its special care percentage to
determne its break-even point. This
anal ysis shall be perfornmed for each PPS rate
that was affected by a conponent ceiling;

(5) The provider must conpute its special care
per cent age based upon the nost recent
i nformati on avail abl e;

(6) The provider nmust certify to the departnment
in conjunction with its rate reconsi deration
request that, based upon its nobst recently
filed cost report, the percentage defined in
section 17-1739-78(b)(2) continues to exceed
one hundred fifty per cent of the average for
all other facilities inits classification
during the base year. The certification
shal | be based upon a cost report
classification nethod that is consistent with
the method that the facility used in the base
year mnedicaid cost report; and

(7) The provider nust submt the results of al
of the foregoing anal yses and cal cul ati ons,
along with its certification, to the
departnment as part of its rate
reconsi deration request. For each rate
category in which the nost recent special
care percentage exceeds the break-even point,
the provider shall have the applicable PPS
rate increased by the anmount that it was
reduced due to the application of the
conponent ceilings. For each rate category
in which the nost recent special care
percentage is equal to or less than the
br eak- even point, the provider shall receive
no increase in its PPS rates.

(c) Requests for reconsideration shall be
submtted in witing to the departnent and shall set
forth the reasons for the requests. Each request shal
be acconpani ed by sufficient docunentation to enable
the departnent to act upon the requests. Docunentation
shal | include the data necessary to denonstrate that
the circunstances for which reconsideration is
requested neet the requirenents noted above.
Docunent ati on shall incl ude:
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(1) A presentation of data to denonstrate reasons
for the hospital's request for rate
reconsi deration; and

(2) |If the reconsideration request is based on

changes in patient mx, then the facility
must docunent the change using di agnosis
related group case-m x index or other well-
est abl i shed case-m x neasures, acconpani ed by
a showi ng of cost inplications.

(d) A request for reconsideration shall be
submtted within sixty days after the prospective rate
is provided to the facility by the departnent or at
ot her tinmes throughout the year if the departnent
determ nes that extraordinary circunstances occurred.
The addition of an approved intern and resident
teachi ng program shall be one exanple of that type of
extraordinary circunstance that justifies a m d-year
rate reconsi deration request.

(e) The provider shall be notified of the
departnent's discretionary decision in witing within a
reasonable time after receipt of the witten request.

(f) Pending the departnent's discretionary
deci sion on a request for rate reconsideration, the
facility shall be paid the prospective paynent rate
initially determ ned by the departnent. |If the
reconsi deration request is granted, the resultant new
prospective paynent rate shall be effective no earlier
than the first date of the prospective rate year.

(g) A provider nmay appeal the departnent's
decision on the rate reconsideration. The appeal shal
be filed in accordance with the requirenments of chapter
17- 1736.

(h) Rate reconsiderations granted under this
section shall be effective for the remai nder of the
prospective rate year. |If the facility believes its
experience justifies continuation of the rate in
subsequent rate years, it shall submt information to
updat e the docunentation specified in subsection (c)

w thin sixty days of notice of the facility's rate for
each subsequent rate year. The departnent shall review
t he docunentation and notify the facility of its

determ nation as described in subsection (e). The
departnent may, at its discretion, grant a rate

adj ustment which is automatically renewable until the
base year is recalculated. [Eff 11/13/95

(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)
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817-1739-79 Cost report requirenents. (a) Al
participating acute care facilities shall maintain an
accounting systemwhich identifies costs in a manner
that confornms to generally accepted accounting
pri nci pl es.

(b) Participating facilities shall submt the
foll owi ng on an annual basis no |ater than ninety days
after the close of each facility's fiscal year

(1) Uniformcost report;

(2) Wbrking trial bal ance;

(3) Provider cost report questionnaire;

(4) Audited financial statenments if avail abl e;
and

(5) Disclosure of appeal itens included in the

cost report.

(c) Paynment for services shall be tenporarily
reduced by at |least twenty per cent if the cost report
is not received within one hundred twenty days, and
one hundred per cent if the cost report is not received
Wi thin one hundred fifty days. A thirty day nmaximm
extension will be granted upon witten request for good
cause as provided in Medicare guidelines.

(d) Each provider shall keep financial and
statistical records of the cost reporting year for at
| east five years after submtting the cost report to
authori zed state or federal representatives.

[ Ef f 11/13/95 ] (Auth: HRS 8346-59) (lnp: 42
C.F. R 8447.252)

817-1739-80 Audit requirenents. (a) All costs
reports shall be analyzed wthin six nonths after
receipt to verify that each acute care provider has
conplied with nedicaid cost reporting requirenents.

(b) On-site audits of cost reports, including
financial and statistical records of a sanple of
participating facilities in each facility
classification, shall be conducted annually.

(c) Upon conclusion of each on-site audit, a
report of the audit findings shall be retained by the
medi cai d agency for a period of not less than three
years follow ng the date of subm ssion of the report.

(d) Facilities shall have the right to appea
audit findings. [Eff 11/13/95 ] (Auth: HRS
8346-59) (Inp: 42 C. F. R 8447.252)
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817-1739-81 Effective date of anmendnents to
subchapter 3. Unless otherw se stated, anmendnents to
this subchapter shall be effective concurrent with the
effective date of federal approval to a correspondi ng
amendnent to the Hawaii nedicaid State Plan for
i npatient hospital reinbursenment. [Eff 11/13/95 ]
(Auth: HRS 8346-59) (Inp: 42 C. F.R 8447.252)
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